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eneral Cinema Corporation’s principal businesses are publish¬ 
ing and specialty retailing, industries in which it occupies a 
premiere position. The Company also has 
leadership positions in insurance, executive 
outplacement and motion picture exhibition. ■ Through its 
wholly owned subsidiary, Harcourt Brace Jovanovich, the Company is a lead¬ 
ing domestic and international publisher in the educational, scientific, technical, 




medical, legal and trade fields. ■ The Company is a major force in specialty retail¬ 


ing through its majority ownership of The Neiman Marcus 
Group, a public company whose operations include 
Neiman Marcus, Bergdorf Goodman and Contempo Casuals. 

■ General Cinema also operates a significant insurance operation engaged primarily 
in the underwriting of individual accident, health, life and credit insurance policies. 

■ General Cinema operates one of the nation’s leading theatre 
circuits consisting of modern first-run, multi-screen complexes 
located primarily in regional shopping centers across the country. 
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Message to Shareholders 


G t eneral Cinema enters 1992 having 
completed a major transformation 
which positions our Company for 
substantial earnings growth. By 
acquiring Harcourt Brace Jovanovich (HBJ) in 
November 1991, we concluded a program that began 
three years ago with the sale of our soft drink bot¬ 
tling business. That sale, consummated in March 
1989 for $1.77 billion, generated after-tax cash pro¬ 
ceeds of approximately $1.2 billion and remains 
the highest price ever received for a multi-franchise 
soft drink bottler. Together with the proceeds from 
the disposition in October 1990 of our investment in 
Cadbury Schweppes p.l.c., we were left with a sub¬ 
stantial holding of $1.6 billion in cash to apply 
toward the acquisition of a major new operating 
business. 

Our search for an attractive acquisition oppor¬ 
tunity was extensive, rigorous and time-consuming. 
We focused on a universe of potential candidates 
having above average earnings growth potential 
within a broadly defined area of consumer products 
and services. We concentrated on businesses with 
high barriers to entry; where marketing and distribu¬ 
tion were important elements of success ; where 
competitive positions were protected by strong fran¬ 
chises, trademarks, or licenses; and where our 
financial stability and long-term operating and 
investment approach could prove beneficial. As 
always, simply increasing the size of General 
Cinema was not an objective; our goal was to acquire 
a quality business that would serve as a platform for 
earnings growth to ultimately enhance shareholder 
value. 


Harcourt Brace Jovanovich represents the 
culmination of that extensive search and adds 
publishing and insurance as major new operating 
businesses to our specialty retailing and theatre oper¬ 
ations . HBJ’s superb publishing businesses create 
and distribute some of the world’s premiere intellec¬ 
tual properties. After years of operating under the 
strain of excessive debt, however, some of HBJ’s 
businesses bad lost momentum in the marketplace. 

By relieving their capital constraints, we believe we 
will reverse that momentum and return those busi¬ 
nesses to the profitability levels which they achieved 
historically. 

The HBJ transaction has a cost, including debt, 
of approximately $1.5 billion. By applying the 
proceeds from the sale of our soft drink bottling opera¬ 
tion and our investment in Cadbury Schweppes, 
we have acquired a company whose potential earn¬ 
ings level is much greater than the contribution we 
could have reasonably expected from our bottling 
operation had we not sold it. We are confident that a 
well capitalized HBJ, in combination with our 
specialty retailing business, has the potential to 
reposition General Cinema as an earnings growth 
company, a position we held prior to the sale of our 
beverage division. 

Results of Operations 

Because the merger with HBJ is being accounted for 
as a pooling of interests. General Cinema’s reported 
financial results reflect the combined operations 
of the two companies as if the merger had been 
completed for all periods presented. Due to the 
complexity of the merger and numerous charges as 
well as HBJ’s extremely high historical interest 
expense, these statements are very complex, and we 
believe they are not indicative of the earnings poten¬ 
tial of the combined companies. 


2 


Prior to the consolidation of HBJ, General 
Cinema would have reported 1991 revenues of 
$2,2 billion and net earnings of $62.0 million, or 
$0.84 per share. Jn 1992, we expect HBJ to make a 
positive contribution to our net earnings because 
HBJ’s operating earnings, even at their currently 
depressed levels, will exceed the interest income that 
would have been generated by our short-term, liquid 
investment portfolio. 

Margery Restructuring, end Other Charges 

This year’s financial statements include a number of 
charges and adjustments in the fourth quarter which 
relate to the HBJ merger and a resulting restructur¬ 
ing of its publishing and insurance businesses. These 
charges and restructuring reserves cover such non¬ 
cash items as increased amortization reflecting 
changes in the estimated lives of assets, write-offs of 
product development expenses, recognition of 
declines in the insurance investment portfolio, and 
adjustments to reflect current loss projections on cer¬ 
tain insurance products as well as merger costs and 
consolidation expenses. 

After taxes, the charges total $268.9 million, or 
$3,41 per share, and contribute to a reported net loss 
applicable to common shareholders for the year of 
$305.8 million, or a loss of $3.88 per share. 

Offsetting the fourth quarter merger-related 
charges will he an after-tax gain in the first quarter of 
fiscal 1992 of approximately $441.6 million, equal to 
$5.60 per share, due principally to the cash purchase 
of HBJ debt at a discount from its book value as part 
of the merger. This gain is primarily a non-cash item. 


Horcourt Brace Jo von ovfch 

Harcourt Brace Jovanovich, through its various divi¬ 
sions, is involved in educational, scientific, 

technical, medical, legal and trade publishing as 

well as insurance, psychological testing and execu- 
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tive outplacement services. Distinctions of note 

include the following: 

• HBJ is one of the top three school and college text- 

Richard A. Smith., 

chairman, and SobflFl 

J. Tarr, Jr. r p re si dam 

and chiwf 


book publishers in the world. 

• Through its Academic Press subsidiary, HBJ is one 
of the leading U.S.-based international publishers of 
scientific books and journals. 

• HBJ is the world's leading medical publisher 
through W.B. Saunders. 

4 HBJ is the leading for-profit publisher of psycho¬ 
logical testing materials for the educational field and 
the major publisher of bar review materials. 

• Through Drake Beam Morin, HBJ is the leader in 
worldwide outplacement consulting services. 

Textbook publishing in the elementary, high 
school and college fields is perhaps the most widely 
recognized component of HBJ’s businesses. These 
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businesses were the most negatively affected by their 
parent's weak financial condition. In this environ¬ 
ment, competitors exploited the uncertain future of 
the company and gained market share. Lack of capi¬ 
tal impeded some product development efforts, and 
authors as well as customers were concerned about 
HBJ’s ongoing viability. We believe that this concern 
about the future will disappear with General 
Cinema's financial support and that the educational 
publishing segment of HBJ's operations will be 
restored to its leadership position. 

Sperfalf y Retailing 

Although we are disappointed with the financial 
results of our specialty retailing segment, principally 
due to the unfavorable economic environment, we 
are confident that operationally we have made sound 
decisions and will realize substantial earnings 
improvement once the economy recovers. 

Over the past four years, The Neiman Marcus 
Group has invested in excess of $300 million in capi¬ 
tal improvements to build new stores and remodel 
existing facilities in all of its divisions. Approxi¬ 
mately one-half of the total retail selling space is new 
or has been remodeled since 1987. As a result, the 
stores are among the most modem in the industry 
and offer customers an unsurpassed level of mer¬ 
chandise assortments and service. 

In fiscal 1991, The Neiman Marcus Group con¬ 
tributed higher revenues but lower earnings than in 
the previous year. Its 1991 earnings contribution was 
reduced by a pre-tax charge of $17.3 million to rec¬ 
ognize certain guaranteed employee benefit 
obligations related to Carter Hawley Hale Stores, 

Inc. as a result of that company's declaring bank¬ 
ruptcy After deducting the minority interest, The 


Neiman Marcus Group’s contribution to General 
Cinema’s net earnings in 1991 was $4.3 million, 
equal to $0.05 per share, as compared to $23.6 
million, or $0.30 per share, a year earlier. 

Motion Picture Exhibition 

General Cinema Theatres returned to profitability in 
fiscal 1991 even though the motion picture exhibition 
industry continues to be adversely affected by over¬ 
capacity. Despite a disappointing group of films to 
select from during the second half of the year, reve¬ 
nues rose slightly to $466.8 million, and operating 
profit was $9,5 million compared to a loss of $11.4 
million prior to a restructuring charge in 1990. 

Lower film costs and expense savings from last year's 
restructuring contributed to the improvement. By 
capitalizing on revenue enhancement and cost con¬ 
tainment opportunities and with the availability of 
commercially successful pictures, our theatre divi¬ 
sion can be a positive generator of earnings and cash 
flow in the years ahead. 

Firtcjincial Condition 

The historical balance sheet contained in the finan¬ 
cial statements of this annual report reflects the 
pooling of interests method of accounting. On this 
basis, the assets and liabilities of the combined com¬ 
panies as of October 31, 1991 are simply added 
together. However, the completion of the merger in 
late November had a very significant impact on our 
financial condition. Therefore, a proforma balance 
sheet for 1991 has been included in the financial 
statements to reflect that impact. This proforma bal¬ 
ance sheet shows a cash balance for General Cinema 
of $392.6 million while total long-term debt on a 
fully consolidated proforma basis is $980.2 million. 
The debt level reflects our purchase of HBJ debt 
securities, the repayment of bank loans, and other 
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merger-related expenses. The total debt figure 
includes $387.4 million of The Neiman Marcus 
Group obligations, a separate publicly-held entity 
Going forward. General Cinema remains well 
capitalized with a very comfortable cash position 
and considerable borrowing capacity. 

Dividends 

The Board of Directors voted in September to 
increase the Company’s quarterly cash dividend on 
the Common Stock from 12 cents per share to 13 
cents per share, an increase of 8.3%. This represents 
the 23rd consecutive year in which the Board has 
increased the cash payment to shareholders and the 
33rd consecutive year in which the Company has 
paid cash dividends. 

Management Issues 

On November 25, 1991, Robert J. Tarr, Jr., who has 
been president since 1984 and chief operating officer 
since 1983, assumed the additional responsibilities 
of chief executive officer, succeeding Richard A. 
Smith, who continues to have an active role in our 
Company’s strategic management as chairman of the 
board. We both look forward to maintaining our 
close working relationship in our new roles. 

Two senior executives who have contributed 
significantly to General Cinema’s growth have 
resigned to accept other positions. J. Atwood Ives, 
who had been chief financial officer for the past 17 
years, is now the chief executive officer of Eastern 
Enterprises and will continue as a director until 
March 1992. Samuel Frankenheim, who has been 
senior vice president and general counsel for the past 
13 years, has resigned to return to the private practice 
of law. We wish both of these executives well in their 
new roles and all that they do. 


We were saddened this year by the death of 
Daniel E. Hogan, who had served as a director of our 
Company since 1976. His friendship and valuable 
contributions over the years will be sorely missed. 

Con cl us ion / O utlo ok 

As we embark on a new phase in our Company’s 
development, we reiterate our commitment to the 
ultimate goal of building shareholder value. We 
remain convinced that the best means of enhancing 
value is to invest capital and manage our operating 
businesses for long-term earnings growth. As 
always, our commitment to high quality cash earn¬ 
ings is an overriding consideration that continues to 
guide our management practices. 

On behalf of our management team and the 
Company’s Board of Directors, we extend our sin¬ 
cere appreciation for the continuing support of our 
shareholders. We also welcome the employees and 
shareholders of Harcourt Brace Jovanovich to 
General Cinema and extend our gratitude to General 
Cinema employees. All of us have worked diligently 
to reach this position, and our entire organization is 
energized by the prospects that we see for the future. 



Richard A. Smith Robert J. Tan, Jr. 

Chairman of the Board President and 


Chief Executive Officer 


January 6, 1992 
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G ’ eneral Cinema’s competitive advantage lies in the development and operation 
of businesses that enjoy a preferred position in the marketplace due to strong 
brand franchises, trademarks, copyrights or licenses. As always, our primary aim is 
the maximization of shareholder value. We believe the best way to create that value is 


Harcourf Brace Jovanovith 



Harcourt Brace Jovanovich is one of the world’s larg¬ 
est and most prestigious publishers of books and 
journals, publishing approximately 2,600 new titles 
and 390 scholarly journals annually for the educa¬ 
tional, scientific, technical, medical, legal and trade 
markets. 

Within the educational market, HBJ produces 
textbooks and ancillary materials for elementary and 


The Herman Marcus Group 



The Neiman Marcus Group consists of three distinct 
and prestigious consumer brand equities, each rec¬ 
ognized as a leader within the specialty retailing 
industry: Neiman Marcus, Bergdorf Goodman and 
Contempo Casuals. 

Neiman Marcus, a world renowned high-fashion 
specialty retailer, serves customers through its net¬ 
work of 26 stores in 23 cities across the country. Its 


Genera! Cinema Theatres General Cinema Theatres represents the historical 

foundation of our Company What began as the first 
successful open-air drive-in theatre in 1935 has 
grown into an operation that today ranks among the 
most modem and important motion picture exhibi¬ 
tion chains in the country. 



General Cinema 
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by reinvesting in our businesses to improve their competitive position or gain market 
share while insisting upon an acceptable rate of return. By applying our operating 
skills and managing our businesses with a long-term perspective, we believe we can 
achieve steady, high quality earnings growth. 


secondary schools and colleges and is the largest 
for-profit publisher of psychological tests. HBJ’s 
Academic Press is one of the leading U.S.-based 
international publishers of books and scholarly jour¬ 
nals in the natural, physical and social sciences. 

W.B. Saunders ranks first in the publishing of 
medical books and periodicals, in the professional 
field, HBJ conducts bar review and accounting 
accreditation review courses and, through Drake 

well-known mail order business also includes the 
Horchow catalogues. 

Bergdorf Goodman and Bergdorf Goodman 
Men, with perhaps the preeminent retail addresses in 
the world at Fifth Avenue and 58th Street in New 
York City, offer discriminating customers quality 
apparel and accessories from leading American and 
international designers. Bergdorf Goodman also 

The theatre circuit, consisting of first-run, 
multi-screen complexes located primarily in regional 
shopping centers, served close to 80 million patrons 
in 1991. It includes 1,466 screens at 298 theatre sites, 
an average of 4.9 screens per location. General 
Cinema Theatres operates in 31 states, with one-third 
of its locations in the high population growth states 


Beam Morin, provides outplacement counseling 
services for executives in 21 countries. HBJ T s trade 
division publishes high quality non-fiction, fiction 
and children s books. 

HBJ’s operations also include a substantial 
insurance segment, engaged primarily in the under¬ 
writing of individual health, life, accident and credit 
insurance policies. 


operates an important mail order business through its 
fashion catalogues. 

Contempo Casuals provides quality apparel and 
accessories for fashion-forward young women through a 
chain of 272 stores located in regional shopping malls 
in 33 states. Almost all apparel carries the Contempo 
Casuals label, and more than 60% is designed and pro¬ 
duced exclusively for Contempo Casuals 7 customers. 

of Texas , Florida and California. 

As a result of a recently completed building and 
modernization program, nearly 70% of the Com¬ 
pany's screens have been built or remodeled since 
1985. Facilities are state of the art and designed to 
offer the utmost level of customer service and 
enjoyment. 


At - A- Glance 
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arcourt Brace Jovanovich ranks among the world’s largest 
and most prestigious publishing houses. The Company was 
founded in New York City in 1919 by Alfred Harcourt and 
Donald C. Brace. It originally published general fiction and non¬ 


fiction, later including high school and college textbooks among its titles. The 


Jovanovich name was added to the company in 1970 in recognition of the contribu¬ 


tions of William Jovanovich, who managed an expansion program over three decades, 


creating a corporation with $1.4 billion in revenues and interests in educational pub¬ 


lishing and testing; scientific, technical, medical and professional publishing; and 



trade publishing as well as insurance and executive out¬ 


placement services. The company’s last major acqui¬ 


sition occurred in 1986 when it purchased the CBS 


Educational and Professional Publishing Division, 


consisting of Holt, Rinehart and Winston and W.B. 


Saunders—both esteemed publishing houses. ■ The 


company’s profitable operations and reputation for excellence 


attracted suitors, and in 1987 HBJ underwent a multi-billion dollar recapitalization to 


fend off an unwelcome takeover attempt. While preserving its independence, the com- 


Harcourt Br 
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pany took on a sizeable debt load that would 




prove to jeopardize its operating autonomy. 
■ Over the last several years, its resulting 
highly leveraged condition burdened the 
company’s operations. Despite this hand¬ 
icap, most of HBJ’s operating businesses 
continued to maintain leadership positions in their respective markets, illustrating the 
inherent strength and value of the company’s imprints, copyrights and franchises. 

■ General Cinema’s search for a new core operating business first focused on HBJ in 
mid-1990. After extensive analysis, we recognized that HBJ held a considerable 
amount of untapped potential that could be developed over time 
if the company were appropriately capitalized. Relieved of its 
capital constraints, Harcourt Brace Jovanovich 
now offers General Cinema an excellent 
opportunity for steady growth in high 
margin businesses as its operating 
units regain their momentum 
in the marketplace. 


The Psychological 
Corporation is one of 
Ihe country's loading 
far-proHl publisher* 
of testing male-rials. 


Hbj is a major pub¬ 
lisher of textbooks far 
the olninpn|a ry r high 
school and college 
markets. 


ace Jovanovich 










Publishing ] 

reflect the volume and pace of scientific change. 

Vn Iversity and Profess itma f Pu btishing 

which continually creates new publishing oppor¬ 

, The College Division, headquartered i 

tunities. The company maintains offices in San 

in Fort Worth, Texas, is the result of ] 

Diego, New r York, Boston, London, Tokyo and Syd¬ 

the May 1991 consolidation of several different HBJ ] 

ney, Australia. 

operations serving the college market. HBJ College ! 

[ \\ 7 W.B. Saunders Company, the largest and 

publishes approximately 250 new and revised titles 

Rc 

O J most prestigious medical publisher in the 

annually and has 3,300 titles in print. It ranks as the 

world, publishes approximately 135 titles and 110 

world’s third largest publisher of college textbooks, j 

periodicals annually in the fields of medicine, nurs¬ 

producing books and materials in a variety of disci- 

ing, dentistry, allied health professions, veterinary 

plines for junior colleges, four-year colleges and : 

medicine and bioscience. Saunders currently has 

universities. i 

more than 1,200 titles in print. Offices are located in 

The scientific, medical and professional group 

Philadelphia, San Diego, Toronto, Tokyo, London 

includes the operations of Academic Press, W.B. ; 

and Sydney, Australia. 

Saunders and HBJ Legal. 

HBJ Legal and Professional Publications, based 

X t-C. Academic Press is one of the largest pub- 

UP) 

lisbers of scientific books and scholarly i 

in Chicago, is the largest bar review company in the 

country, preparing over 30,000 students for bar 

journals in the world. Based in the United States, < 

examinations annually. The company publishes 

it is the leader in the natural, physical and social 

books and tapes and conducts bar review courses 

sciences. The company annually publishes approx¬ 

under the BAR/BRI name in 45 states and the Dis¬ 

imately 380 titles and 190 scientific journals edited 

trict of Columbia. The company also conducts CPA 

by leading scholars and in many instances sponsored 

review courses as well as courses for students prepar- 


by learned societies. These publications are sold to 


universities, libraries, businesses, laboratories and 


individuals. Academic Press’ steady growth rates 
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mg for graduate entrance examinations, including 
the LSAT. GMAT and MCAT tests. 

Elgnurtitary and Secondary Publishing 
In 1989, HBJ restructured its school textbook pub¬ 
lishing operations to eliminate duplicative functions 
between the HBJ and Holt, Rinehart and Winston 
divisions. As a result, HBJ School, based in 
Orlando, now f specializes in elementary publishing 
while HRW School, based in Austin, Texas, focuses 
on the secondary school market. 

HBJ School ranks among the top five 

[I j[p 


for sale in 1992 and a new reading program, HBJ 
Treasury of Literature, which will be completed in 
1992 for sale in J993. 

HRW School is one of the top three 
secondary school textbook pub¬ 
lishers, with an impressive and valuable backlist of 
titles. For example, Modern Biology was first pub¬ 
lished in 1921 and is still the nation’s leading biology 
textbook, Warriner’s English Composition and 
Grammar the leading composition and grammar 
textbook, was first published in 1951 and is currently 



publishers of elementary textbooks in in its eleventh edition, 

the country. It is currently developing a new math 
program. Mathematics Plus, which will be ready 




















The Psychological Corporation, located 
in San Antonio, Texas, is the largest for- 
profit publisher of educational and psychological 
tests in the world. The company provides scoring ser¬ 
vices and publishes more than 210 tests, including 
aptitude, diagnostic and achievement tests for ele¬ 
mentary and secondary schools. In addition, the 
group produces occupational proficiency tests and 
professional licensing examinations. 

Weber Costello, located in Troy, Missouri, man¬ 
ufactures and distributes through a network of 
wholesale and retail distributors a complete line of 
school supplies, including communication boards, 
dry erase markers and accessories. 


Trade 

With leading authors such as Alice 

Walker, Mark Helprin, Milton Fried¬ 
man and Umberto Eco, HBJ’s Trade department, 
with editors in San Diego and New York City, is well 
known for its literary excellence. In addition to gen¬ 
eral fiction and non-fiction, it is an important pub¬ 
lisher of children's books, including such widely 
read titles as Mary Pop pins, The Little Prince. The 
Borrowers and The Napping House . 

International 

HBJ has developed a significant presence in interna¬ 
tional publishing with operations in Canada. Austra¬ 
lia, Japan and the United Kingdom. The Australian 


















books and journals published by HBJ's domestic 

are grouped in three divisions: general agency, credit 

companies, while HBJ Canada and HBJ U.K. are 

and farm. 

also substantial publishers in their own right. HBJ 

On a combined basis, HBJ’s life and health 

Canada ranks as the leading textbook publisher in 

underwriters offer insurance coverage in all 50 states 

both English and French. HBJ U.K., which markets 

and rank in the top 10 percent of legal reserve life 

alt of HBJ's books and journals in Europe, also ranks 

insurance companies in the U.S. in premium 

as one of the U.K.’s largest scientific and medical 

income, insurance in force, total assets and statutory 

publishers. In addition, HBJ International, headquar¬ 

net income. The company’s insurance portfolio is 

tered in Orlando, exports U.S. products to countries 

conservatively invested, with over 90% of the assets 

not presently serviced by HBJ’s foreign subsidiaries. 

committed to investment grade securities. 

E.xet' ti ti\'t r O u tpUit ■ em en t 

The general agency division underwrites indi¬ 

Drake Beam Morin, with 

D15M hd . 

headquarters in New York 

vidual health, life and accident insurance and 

annuities marketed through 1,200 general 

City, is the industry founder and the world’s largest 

agents and individual producing agents. 

provider of career transition, outplacement, and 

The credit insurance division underwrites credit 

executive counseling services. With clients that 

health, life and accident insurance offered in connec¬ 

include the world’s largest corporations, DBM 

tion with motor vehicle loans and other credit 

assists executives in 21 countries through 94 offices, 

transactions. 

51 of which are in the United States. 

\\\\ tiff The farm division underwrites health, 

if 

//#/ l\\V life and accident insurance policies and 

Insurance 

annuities marketed through nearly 600 self-employed 

HBJ’s insurance companies underwrite a broad 

independent contractors who sell under exclusive 

range of health, life, accident and credit policies. 

contracts with Federal Home Life Insurance Com¬ 

The companies include Federal Home Life Insurance 

pany and Harvest Life Insurance Company. 

Company, PHF Life Insurance Company and 



The Harvest Life Insurance Company. Operations 







new cthifot-e arns 
In the-frldman Marcus 
Beverly HJ||$ itgrq 
lllvstfores the la-stor* 
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program. 



eneral Cinema is a leading force in specialty retailing through its 
majority ownership of The Neiman Marcus Group, a public com¬ 
pany whose operations include Neiman Marcus, Bergdorf Goodman 
and Contempo Casuals. All three represent distinctive brand equities 
renowned for fashion and quality as well as a superior level of customer service. 

■ Since we acquired control of The Neiman Marcus Group in 1987, that company’s 
strategy has been to invest the capital required to modernize stores and support facili¬ 
ties; to further enhance the quality of customer service; and to selectively add to the 

number of its stores. To date. The Neiman 
Marcus Group has invested in excess of $300 
million in these efforts. The company has com¬ 
pleted the major portion of its remodeling pro¬ 
gram at Neiman Marcus and expanded that store 



network from 22 to 26 units; renovated extensive portions of the original Bergdorf 
Goodman store and opened Bergdorf Goodman Men; and increased the Contempo 
Casuals chain from 184 to 272 stores while remodeling 49 older units. ■ During the 
past four years, gross store square footage for The Neiman Marcus Group has 


increased 17.4% to 5.1 million square feet, and 50% of existing selling square 


The Neiman 
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footage is new or remodeled since 1987. 


The Neiman Marcus Group will continue its 
capital spending program in fiscal 1992, with 


approximately $100 million committed to invest¬ 
ments. ■ The positive effects of this capital spend¬ 


ing program on operating results 


have not been as apparent as they would otherwise be in a healthier 
economic environment. The Neiman Marcus Group had reve¬ 


nues of $1,774.8 million in 1991, a 3.3% increase over 


the previous year, but comparable revenues, generated 
by stores open more than one year, declined 0.7% from 


1990’s levels. Operating earnings in 1991 fell to $82.3 million 
from $99.2 million in 1990, primarily due to higher mark- 
downs necessary to maintain inventory currency standards. In 
spite of this disappointing financial performance, we remain 
convinced that our programs are positioning our specialty 
retail businesses for significant earnings improvement when 
the economy recovers. 


The Company uses. 

to promote 
merchandise 
and to provide lhe 
con*«nl#nco of mail 
order shopping. 


Marcus Group 
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and discriminating customer group, emphasizing 
fashionable quality merchandise and an unsurpassed 
level of customer service. The ongoing store 
remodeling program, designed to better serve that 
customer group, reached a peak in 1991 with approx¬ 
imately 35% of total selling space under renovation 
during the year The major portion of the Neiman 
Marcus store remodeling program is now complete, 
and recently remodeled stores such as those in 
Atlanta, Houston and Bal Harbour are currently 
among Neiman Marcus’ best performers. 

Expansion of Neiman Marcus stores continues 
with recent openings in Minneapolis in August 1991 
and Scottsdale, Arizona in October 1991. Future 
expansions will include a store in Troy, Michigan, 
just outside Detroit, scheduled to open this summer, 
as well as a store in Honolulu, planned for 1994. 

Revenues in fiscal 1991 for the Neiman Marcus 
division, which includes the mail order operations of 
Neiman Marcus and Horchow as well as the Neiman 
Marcus stores, were $1,208.5 million, a decline of 


t 



The Neiman Marcus 


stores serve an affluent 



planned revenue reduction from Horchow catalogues 


and the disruptive impact of the remodeling effort in 


a number of our important stores. Comparable reve¬ 


nues at Neiman Marcus stores were unchanged from 


the prior year. Operating earnings in 1991 were $59.7 


million, compared to $60.3 million last year. 


IJI |{( [)(")R |" Bergdorf Goodman and 

GOODMAN 


its companion store, 


Bergdorf Goodman Men, also cater to an upscale 


customer, offering designer apparel and 


accessories in an elegant shopping 


atmosphere. BergdorTs 


mail order catalogues com¬ 


plement its store business. 


1.5% from the previous year. The decline is due to a 




scheduled for this fall, thereby marking the end of 
the major renovation work at Bergdorf Goodman. 

Financial results for the year were negatively 
impacted by the weak retailing environment in New 
York City. Revenues rose 6.1% to $198,7 million, 
reflecting the contribution from Bergdorf Goodman 
Men, which opened in August 
1990. Operating earnings fell to 
$3.9 million in 1991 from 
$21.9 million in 1990 
due primarily to 


Extensive remodeling efforts were completed 
on the first, second and fourth floors of the original 
Bergdorf Goodman store in 1991. Additional work will 
begin in early 1992 on the fifth floor with completion 


< 


higher markdowns and a first year loss at the mens 
store. 

Contempo Casuals 
stores target fashion- 
forward young women in the 17 to 24 year age 
bracket with private label merchandise representing 
attractive values to the customer More than 60% of 
the stores' merchandise is produced by an internal 
design and production team. 

Contempo Casuals achieved both record reve¬ 
nues and operating earnings in fiscal 1991. The divi¬ 
sion had total revenues of $337.6 million, a 22.8% 
gain from 1990’s level. Comparable revenues were 
up 14.3%. Operating profits rose to $18.7 million 
from $17.1 million in 1990 despite a first year 
operating loss of $5.1 million from Pastille, a new 
specialty store concept currently in development. 

Contempo continues its expansion program, 
opening 23 new stores in fiscal 1991 and 9 additional 
units during the first quarter of 1992, bringing the 
total chain to 272 stores in 33 states. Ongoing remod¬ 
eling efforts have brought the total number of units 
remodeled over the past three years to 49. During the 
remainder of fiscal 1992 Contempo plans to open 16 
new stores and remodel an additional 12 units. 







he theatre division represents the historical foundation of our 
Company—the vehicle that provided the funding for growth during 
General Cinema’s formative years. From a small enterprise credited 
with opening the first successful drive-in theatre in 1935 and the first 


shopping center theatre in 1951, this business has grown into one of the largest and 


most modern theatre circuits in the country. ■ The $200 million building and mod¬ 


ernization program begun in the mid-1980’s has been completed. Today 


our theatres are strategically placed with one-third located in the 


high population growth states of Texas, Florida, and 


California. Facilities are state of the art, with more than 


70% of current screens built or renovated since 


1985. As of October 31, 1991, General Cinema 


operated 1,466 screens at 298 theatre locations 


in 31 states. ■ Refreshment sales, impor¬ 


tant to both our customers and our business, continu 
to increase. Innovative marketing programs as well 
as experimentation with new products, ranging from 
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brand-name fast foods to health-oriented snacks, are 
enabling the division to sustain its long record of annual 
increases in per capita refreshment sales. ■ Despite the 
intense competitive environment and a mixed film year, 
revenues in fiscal 1991 increased 1.3% to $466.8 million 
from $460.9 million, primarily due to increases in average ticket prices and the higher 
per-person refreshment sales. Patronage decreased slightly for the year, but the effects 
of that decrease were more than offset by expense containment measures instituted by 
the division, as well as savings from the restructuring program undertaken in 1990. As 
a result, operating income increased to $9.5 million, compared to a loss before 
restructuring charges of $11.4 million in 1990. ■ With the completion of the invest¬ 
ment in modernization, as well as the implementation of programs to enhance reve¬ 
nues and customer service, the theatre 
division is well positioned to generate 
cash flow in excess of the relatively mod¬ 
est capital investment required to main¬ 
tain circuit quality and market position. 




Convenient^ and fait, 
courteous service are 
Important aloniBnfi 
supporting rifting 
refreshment salfts In 
General Cinema 
theatres. 


CejiincrfiL Cinema's 
new Hollywood Oal- 
oxy Is the flrftt theatre 
to open on Hollywood 
Boulevard In 55 
year*. 


ema Theatres 
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On November2S. 1991. General Cinema Corporation 
merged with F-Jarcourl Bruce Jovunnvich riui 
business combination accounted for -is a pooling of 
interesis. The accompanying financial statements 
uni I other financial information have been restated to 
relied the combination as 1 1 the com panics had been 
merged for nil of the periods presented. 

Separate audited financial siuicmcnis for fiscal 
years 1991. 1990. anti 19gg for General Cinema and 
HBJ have been filed in li Curreni Report on form 
3*-K with the Securities and Exchange Commission 
and are available by contacting General Cinema s 
Corporate Relations Department. 



Financial Review 


The acquisition of 1 larcourt Brace Jovanovich (HBJ), 
consummated on November 25, 1991, is a major 
transaction which has altered General Cinema’s 
financial position and will have a significant impact 
on the Company’s earnings and cash flow potential. 

HBJ 

The merger with HBJ adds two major business seg¬ 
ments to General Cinema, publishing and insurance. 
Each of these new businesses will contribute signi¬ 
ficant revenues and operating earnings to the 
Company. We expect HBJ’s operating earnings in fis¬ 
cal 1992 to be greater than the investment income 
that General Cinema could reasonably have expected 
to earn from the cash used to acquire HBJ. 

The merger was completed after General 
Cinema acquired 90% of the outstanding debentures 
of HBJ for SI. 1 billion in cash and issued 5.3 million 
shares of stock in exchange for the outstanding HBJ 
Common and Preferred Stock. After considering all 
acquisition related fees, bank debt, and the remain¬ 
ing 10% of debentures that were not tendered, the 
total HBJ transaction cost was approximately SI.5 
billion. 

Financial Statement Presentation 
The HBJ merger has been accounted for as a pooling 
of interests. Although the merger was not effective 
until after the close of General Cinema’s October 31 
year-end, the accompanying consolidated financial 
statements combine the historical results of the two 
companies to give retroactive effect to the merger. 
Accordingly, all financial data for periods prior to 
the merger have been combined and restated with 
respect to equity ownership. However, retroactive 
effect is not given to the purchase by General 
Cinema of the HBJ debentures and the subsequent 
elimination of that debt from the financial 
statements. 

As a result, the historical financial statements 
presented are not indicative of the Company’s current 
financial condition; therefore, a proforma balance 
sheet has been presented to reflect the use of General 
Cinema’s large cash balance to acquire HBJ’s out¬ 
standing debt. The historical income statements, 
however, still include a large amount of interest ex¬ 
pense associated with the high debt levels at HBJ. 


That interest expense is only partially offset by the 
income from General Cinema’s investment portfolio 
of short-term investment grade securities that earned 
a significantly lower yield than HBJ paid on its be¬ 
low investment grade debt. In addition, significant 
charges associated with write-offs and restructurings 
were recorded by HBJ in 1991 and 1989 and by 
General Cinema in 1990. Before taxes these totaled 
$338.5 million in 1991, $34.0 million in 1990, and 
$175.8 million in 1989. 

The fourth quarter of 1991 includes charges 
related to the HBJ merger, the resulting company 
restructuring and other operating matters in the 
amount of $338.5 million on a pre-tax basis and 
$268.9 million, or $3.41 per share, after taxes. These 
adjustments reflect the costs of the merger, decisions 
to consolidate facilities and relocate certain func¬ 
tions and operations, increased amortization 
reflecting changes in the estimated lives of certain 
tangible and intangible assets, adjustments to the 
carrying value of insurance portfolio assets, write¬ 
downs of deferred policy acquisition costs and other 
items related to the merger as well as charges to re¬ 
flect reduced income potential of some product lines. 

The Meimon Marcus Group (NMG) 

As of October 31, 1991, General Cinema held a 
62.3% equity interest in NMG. As a majority-owned 
subsidiary, NMG’s financial statements are consoli¬ 
dated with those of General Cinema with a lag of one 
quarter. Therefore, NMG’s operating results for its 
year ended August 3, 1991 have been consolidated 
with the Company’s operating results for its year 
ended October 31, 1991. Fiscal 1991 was a 52 week 
year for NMG while fiscal 1990 was a 53 week year. 

NMG is a free-standing, public company whose 
shares are listed on the New York Stock Exchange. 
General Cinema has no claim on NMG’s assets and 
is not responsible for its liabilities. The Company 
also has no access to NMG’s earnings or cash flow 
other than through the receipt of cash dividends paid 
by NMG. The reverse is also true as NMG has no 
claim on the Company’s assets. 
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In August 1991, General Cinema purchased $50 
million of a new 9 l U% redeemable preferred stock 
from NMG. These funds were used to reduce bank 
indebtedness incurred in connection with that com¬ 
pany’s continuing store remodeling and expansion 
programs. General Cinema also continues to support 
NMG by participating in its dividend reinvestment 
program. During General Cinema’s fiscal year ended 
October 31, 1991, the Company reinvested $27.1 
million of NMG dividends and received 1.8 million 
shares of NMG common stock. 

Subsequent to year-end, NMG privately placed 
$80 million of Senior Notes due 1996. These funds 
were used to reduce short-term indebtedness. 

Segment Operating Results 

The following tables illustrate revenues and operat¬ 
ing earnings by business segment. 


(In thousands) 

iyyi 

1990 

1989 

Revenues: 

Specialty retail 

$ 1/744 JW 

$1,688,611 

$1,467,504 

Publishing 

yT1.4H4 

935.937 

885,722 

Insurance 

4fc4<72.6 

476,810 

456,298 

Theatre 

46ti + 767 

460,919 

446,300 

Total revenues 

43,587,777 

$3,562,277 

$3,255,824 

Operating earnings (loss): 

Specialty retail $ 82.277 

$ 99,191 

$ 83,212 

Publishing 

I48.U0H) 

138,712 

6,145 

Insurance 


26,118 

28,149 

Theatre 

9/53* 

(11,449) 

9,201 

Corporate expenses 

165, S3 1) 

(43,337) 

(60,461) 

Merger and restruc¬ 
turing charges 

(72,777) 

(34,000) 

_ 

Total operating 

earnings (loss) 

1$ 139, WO) 

$ 175,235 

$ 66,246 


Operating Results 1991 vs, 1990 
The 1991 net loss includes fourth quarter after-tax 
charges of $268.9 million related to HBJ and its pub¬ 
lishing and insurance segments. The net loss for 1991 
was $293.1 million, and the net loss applicable to 
common shareholders was $305.8 million, or a loss 
of $3.88 per share. The net earnings for 1990 were 
$30.4 million, and net earnings applicable to com¬ 
mon shareholders were $12.1 million, or earnings of 
$.15 per share. 


Specialty Retail 

The 1991 results are for 52 weeks while the 1990 
results are for 53 weeks. 

Total revenues of the NMG segment increased 
3.3% in 1991 over 1990 as a result of the opening of 
a new Neiman Marcus store in Denver, Bergdorf 
Goodman Men in New York City, 22 net additional 
Contempo Casuals stores, and 6 new Pastille stores, 
partially offset by a .7% comparative sales decline 
(comparable 52 weeks). 

The operating income from specialty retailing 
was $82.3 million, a decrease of $16.9 million from 
the $99.2 million earned in 1990. This decrease was 
caused by a higher rate of markdowns needed to 
maintain inventory currency in a materially weak¬ 
ened sales environment and higher occupancy costs 
caused by increased investment spending on store 
building and remodeling. 

Publishing 

Comparisons are made for the twelve months ended 
October 31, 1991 versus the twelve months ended 
December 31, 1990. 

Publishing revenues were 2,6% lower in 1991 
versus 1990 largely due to lower sales in the elemen¬ 
tary and secondary education operations. No new 
major programs were published in the elementary 
market in 1991, and the revised math and social stud¬ 
ies programs did not generate enough revenues to 
equal the level of the 1990 period. The 1990 revenues 
benefited from the introduction of language and 
health programs. Lower revenues in educational pub¬ 
lishing in 1991 were partially offset by a stronger 
performance in testing products and scoring ser¬ 
vices; scientific, technical and medical publishing; 
and outplacement counseling services. In addition, 
management believes governmental budgetary con¬ 
straints and other factors limited the purchase of 
educational materials in 1991. 

The Publishing Group had a loss of $48.0 mil¬ 
lion in 1991 as compared to income of $138.7 million 
in 1990. The 1991 loss was primarily due to pre-tax 
charges of $168,5 million related to the merger and 
subsequent restructuring of the business. The charges 
also included changes in the lives of certain tangible 
and intangible assets, write-downs of inventory and 

















plate and development costs associated with reduced 
expectations of sales for certain products, and the 
recognition of shorter revision cycles in the college 
market. 

insurance 

Comparisons are made for the twelve months ended 
October 31, 1991 versus the twelve months ended 
December 31, 1990. 

Insurance revenues declined 2.5% in 1991 as 
compared to 1990. Of this decline, $32,5 million was 
attributable to portfolio valuation reserve adjust¬ 
ments. Prior to these adjustments, revenues from 
Insurance increased 4.3% over 1990 levels, primarily 
due to investment income earned on substantial 
annuity deposits received during 1990, revenues 
associated with immediate annuity contracts, and 
higher realized capital gains offset by a net decrease 
in premiums due to the transfer of group business to 
other underwriters. 

For the 1991 fiscal year, Insurance operating 
losses were $45.3 million, which includes a charge 
of $89.0 million incurred in connection with the 
merger. Included in this charge was an increase in the 
portfolio valuation reserve of $35.0 million which 
reflects, in part, HBJ Insurance's intent to divest it¬ 
self of a portion of high yield debt securities and to 
adjust certain real estate holdings to current market 
value. In addition, these charges included the writing 
off of deferred policy acquisition costs of $31.7 mil¬ 
lion as well as the strengthening of reserves based on 
post-merger management policies. 

Theatre 

Theatre division revenues increased 1.3% due to 
higher prices as compared to 1990, offset by a 3.0% 
decrease in patronage, particularly in the second half 
of the year. 

Operating income from the theatre business in 
1991 was $9.5 million compared to a loss of $11.4 
million in 1990 prior to the $34.0 million restructur¬ 
ing charge. The improvement in 1991 was largely due 
to lower film costs and reduced operating expenses 
despite lower patronage. The lower expenses resulted 
from cost containment measures initiated by man¬ 
agement during the year. 


Corporate Expenses 

Corporate expenses increased $22.2 million in 1991 
due primarily to a $17.3 million pre-tax charge 
related to the guarantee of certain employee benefits 
of Carter Hawley Hale Stores, Inc. (CHH). With 
CHH’s bankruptcy filing in February 1991, NMG be¬ 
came obligated for these payments. 

Merger and Restructuring Charges 
The 1991 charge of $72.8 million reflects costs 
associated with the HBJ merger including $15.3 
million of transaction costs, $18.9 million of costs 
associated with the discontinuance of the HBJ ESOP, 
and $38.6 million of costs reflecting management’s 
decision to consolidate certain facilities. The 1990 
charge of $34.0 million includes the estimated costs 
associated with the disposal of approximately 20 
theatres, the closing of administrative field offices, 
and a management reorganization that resulted in a 
reduction in the number of theatre employees. 

Interest Expense 

Total interest expense decreased 4.1% in 1991 be¬ 
cause of reduced hedging costs associated with the 
Company's investment in Cadbury Schweppes. Most 
of the Cadbury stock was sold in October 1990. 

investment Income 

Investment income increased 3.1% in 1991. The 
larger average investment portfolio balance more 
than offset lower rates. 

Gain on Sale of Securities 
In 1990 the Company realized a $129.3 million pre¬ 
tax gain on the sale of 98.6 million ordinary shares 
of Cadbury. 

Income Taxes 

The 1991 effective income tax benefit rate of 19.4% 
is significantly lower than the effective income tax 
expense rate of 48.9% in 1990. The 1991 rate reflects 
limitations on available net operating loss carrybacks 
and foreign tax expenses. 

Minority interest 

Minority interest expense of $3.3 million in 1991 and 
1990 includes dividends paid to minority share¬ 
holders of NMG in excess of their equity. 
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Operating Results 1990 vs. I9E9 
The results of 1990 are difficult to compare to 1989. 
The 1990 results include an after-tax gain on the sale 
of the Company’s Cadbury Schweppes stock of 
$84,0 million and an after-tax restructuring charge of 
$20.8 million related to the theatre division. The 
1989 results include $48.0 million of income and 
$1.2 billion of after-tax gains related to the sale of the 
Company’s soft drink bottling business and HBJ’s six 
theme parks and related holdings. In addition, 1989 
includes $123,8 million of after-tax charges in the 
Publishing and Insurance segments as well as a 
$32.3 million after-tax loss on the early retirement 
of debt. 

Net earnings for 1990 were $30.4 million, and 
net earnings applicable to common shareholders 
were $12.1 million, or $. 15 per share. Net earnings 
for 1989 were $1,043.9 million, and net earnings ap¬ 
plicable to common shareholders were $984.2 
million, or $12.51 per share. 

SpecialtyRetail 

The 1990 results are for 53 weeks while the 1989 
results are for 52 weeks. The 1989 results include 
ten months of operations of the Horchow Mail Order 
business. The 1990 results include a full year of 
Horchow- operations. 

Total revenues of the NMG segment increased 
15.1% in 1990 over 1989 as a result of an 8.7% com¬ 
parable sales growth (comparable 53 week periods), 
the opening of one new Neiman Marcus store, 13 net 
additional Contempo Casuals stores, and two addi¬ 
tional months of Horchow results. 

The operating income from specialty retailing 
was $99.2 million, an increase of $16.0 million over 
1989. This increase was caused by higher sales and 
improved margins. Operating margins improved at 
Contempo Casuals, Neiman Marcus stores and 
Neiman Marcus mail order catalogues but were off¬ 
set by a substantial loss at Horchow and a slight 
decline at Bergdorf Goodman. 


Publishing 

Comparisons are made for the year ended December 
31, 1990 versus the year ended December 31, 1989. 

Publishing revenues were 5.7% higher in 1990 
versus 1989 largely attributable to higher sales of 
medical books, medical and scientific journals and 
college textbooks. Additionally, executive outplace¬ 
ment counseling revenues increased significantly as 
a result of several major projects; revenues from edu¬ 
cational testing products and services were higher 
due to successful adoptions of new test editions; and 
bar review course revenues improved. These higher 
revenues were partially offset by lower 1990 sales of 
secondary literature programs which had major 
adoptions in 1989. 

Operating income in the Publishing Group was 
$132.6 million higher than in the 1989 period. The 
1989 period included write-offs of $94.6 million. 

The improvement was largely due to the stronger rev¬ 
enue performance and somewhat improved gross 
margins as well as lower selling and marketing 
expenses. 

Selling and marketing expenses, which include 
sampling costs, were significantly lower in 1990 than 
in 1989. In 1989 HBJ reorganized the marketing of 
elementary and secondary school materials, in effect 
making Harcourt Brace Jovanovich the publisher for 
grades K through 8 and Holt, Rinehart and Winston 
the publisher for grades 7 through 12. This reorga¬ 
nization resulted in lower salary, employee benefit 
costs and travel expenses in 1990. Sampling ex¬ 
penses for 1990 were lower than in the prior year, 
primarily for two reasons: (1) the introduction of two 
major reading programs resulted in high sampling 
costs in 1989, and (2) more stringent management 
controls over sampling were put in place. 

Insurance 

Comparisons are made for the year ended December 
31, 1990 versus the year ended December 31, 1989. 

Insurance revenues increased 4,5% in 1990 
compared to 1989 due to higher investment income 
and generally increased premiums in most lines of 
business other than group, which declined. The 
improvement in investment income is the result of a 
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larger investment portfolio generated primarily by a 
substantial increase in sales of annuity contracts. 
These increases were partially offset by lower real¬ 
ized capital gains and a portfolio valuation adjust¬ 
ment. A portfolio valuation reserve of $9.5 million 
was provided in the third quarter of 1990, primarily 
to offset market declines related to high-yield secu¬ 
rity holdings. 

Operating income from HBJ Insurance was 
$26.1 million, a decline of $2.0 million from 1989. 

In 1990 there were $9.5 million of portfolio valua¬ 
tion adjustments; in 1989 there were $17.0 million of 
write-offs. This decline resulted from lower realized 
capital gains, increased loss ratios in accident and 
health lines, and losses totaling $5.0 million associ¬ 
ated with both the operations and the sale of an inter¬ 
est in a credit union software company, which 
occurred in the fourth quarter of 1990. 

Theatre 

Theatre division revenues increased 3.3% due to 
higher prices as compared to 1989, offset by a 1.8% 
decline in patronage. 

The operating income from the theatre business 
in 1990 was $20.7 million lower than in 1989. This 
decrease was largely the result of lower attendance 
and higher film and occupancy costs. 

Corporate Expenses 

Corporate expenses decreased $17.) million in 1990 
due primarily to an aggregate of $12.2 million of 
charges in 1989 associated with underutilized HBJ 
facilities and reserves for certain employee benefit 
plans. Additional savings in 1990 resulted from 
subleasing previously underutilized HBJ facilities 
and reducing staff. 

Merger and Restructuring Charges 
The 1990 charge of $34.0 million includes the esti¬ 
mated costs associated with the disposal of approx¬ 
imately 20 theatres, the closing of administrative 
field offices, and a management reorganization that 
resulted in a reduction in the number of theatre 
employees. 


Interest Expense 

Interest expense decreased 19.0% in 1990 due 
mainly to the retirement of HBJ bank debt in 
November 1989 with proceeds from the sale of HBJ’s 
six theme parks and related holdings as well as gen¬ 
erally lower interest rates during the period. This 
reduction was partially offset by the interest com¬ 
puted on the increased cumulative carrying value of 
pay-in-kind and discount debentures (initially issued 
in 1987) and higher borrowings at NMG to fund new 
stores and store remodels as well as higher hedging 
costs incurred in connection with the Company's 
investment in Cadbury Schweppes. Most of the 
Cadbury stock was sold in October 1990. 

Investment Income 

Investment income decreased 32.6% in 1990. The 
1989 amount includes a $55.7 million gain recog¬ 
nized on the exchange of RJR common stock for the 
Company's 10% subordinated debentures. 

Gain on Sale of Securities 

In 1990 the Company realized a $129.3 million pre¬ 
tax gain on the sale of 98.6 million ordinary shares 
of Cadbury. The 1989 amount relates to the gain on 
the sale of RJR preferred stock. 

Income Taxes 

The 1990 effective income tax rate of 48.9% is sig¬ 
nificantly higher than the effective income tax benefit 
rate of 21.7% in 1989. The 1989 tax benefit rate 
reflects the combination of General Cinema's higher 
effective rate of 39.4% with HBJ’s effective benefit 
rate of 30.8%. General Cinema’s effective rate 
approximates the combined federal and state statu¬ 
tory rates whereas HBJ’s rate reflects the benefits of 
operating losses net of foreign and state taxes not 
reduced by reason of such operating losses. 
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Minority Interest 

Minority interest expense of $3-3 million in 1990 
and 1989 includes dividends paid to minority share¬ 
holders of NMG in excess of their equity 

Discontinued Operations 
Income from discontinued operations in 1989 
includes $37.2 million from HBJ’s six theme parks 
and related holdings segment and $10.8 million from 
soft drink bottling operations. 

The gain on disposal of discontinued operations 
of $1.2 billion includes $0.9 billion related to the 
sale of soft drink bottling operations and $0.3 billion 
related to the sale of HBJ’s six theme parks and 
related holdings. 

Extraordinary l tern 

HBJ used a portion of the proceeds from the sale of 
its theme parks and related holdings to retire in full 
its bank term loan and, initially, all debt outstand¬ 
ing under the HBJ revolving credit agreement. The 
unamortized debt issuance costs of $49.0 million 
associated with HBJ’s Credit Agreement were 
written off as an extraordinary loss. 

Liquidity and Capital ftasa urges 
As reflected in the October 31, 1991 proforma bal¬ 
ance sheet. General Cinema significantly reduced its 
cash position to finance the HBJ merger on Novem¬ 
ber 25, 1991. Subsequent to the merger, the Com¬ 
pany had over $300 million of cash and $980 million 
of long-term indebtedness. 

As of October 31, 1991, the Company had long¬ 
term revolving credit lines with banks under which it 
could borrow up to $550 million. 


It is important to note that the Company’s con¬ 
solidated balance sheet for the year ended October 
31, 1991 includes segregated balances for Insurance 
assets and liabilities. This structured approach is 
appropriate since substantially all Insurance assets, 
including cash, are restricted by statute and therefore 
unavailable for the Company’s general corporate pur¬ 
poses, except through dividend distributions. Sim¬ 
ilarly Insurance assets and liabilities are also 
excluded from the discussion of working capital. 

The Company's cash position, together with 
funds provided by operations, is more than sufficient 
to support the working capital needs and capital and 
plate expenditure programs of its publishing, insur¬ 
ance and movie exhibition businesses. Capital and 
plate expenditures in 1991 were $68.1 million for 
Publishing, $0.9 million for Insurance, and $6.9 mil¬ 
lion for Theatres. Planned expenditures for capita) 
and plate in 1992 include $130 million for Publishing, 
$1 million for Insurance, and $16 million for The¬ 
atres. NMG will finance its own capital expenditure 
program, budgeted at $100 million in fiscal 1992. 

Insurance 

In 1991, cash provided by HBJ Insurance operations 
totaled $29.7 million. This amount reflects the net 
loss of $30.2 million adjusted for non-cash charges 
and other items of $59.9 million. Increases in policy¬ 
holder reserves, net of realized investment losses, 
and the decrease in deferred policy acquisition costs 
were partially offset by the net decrease in federal 
income tax liabilities. HBJ Insurance used $303.6 
million of cash in Insurance investing activities, pri¬ 
marily to purchase fixed maturity securities and 
short-term investments with the proceeds from the 
sale of fixed maturity securities and the prepayment 
of mortgage loans. Cash provided by HBJ Insurance 
financing activities consisted primarily of proceeds 
from policyholder deposits of $264.9 million. 
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HBJ Insurance did not distribute any dividends 
to HBJ during the twelve months ended October 31, 
1991. Generally, under insurance regulations, with¬ 
out prior regulatory approval the maximum dividend 
that HBJ Insurance could pay during the year ended 
December 31, 1991 was $17.8 million. Even if per¬ 
mitted by statute, the payment of dividends would be 
subject to other considerations, including mainte¬ 
nance of certain industry ratings by the HBJ Insur¬ 
ance subsidiaries. In December 1991 General 
Cinema provided $20.0 million of capital to further 
strengthen the statutory capital surplus of the Insur¬ 
ance companies. 

The investment portfolio of HBJ Insurance 
included $121.9 million of non-investment grade 
debt securities at October 31, 1991. These assets, 
stated at their current market value, represented 
5.9% of the $2.1 billion total investment portfolio at 
October 31, 1991. The portfolio also included $16.3 
million of real estate valued at current appraisals. 
These assets represented 0.8% of the total invest¬ 
ment portfolio at October 31, 1991. The portfolio of 
securities is diversified so that no particular issue or 
type is individually material to the total investment 
portfolio. Under the current investment policies of 
HBJ Insurance, these securities will generally be 
held to maturity unless market conditions warrant 
otherwise. Therefore, the primary risk is default of 
the issuer rather than liquidity risk associated with 
market volatility. In management’s opinion, the total 
portfolio valuation reserve of $51.5 million at Octo¬ 
ber 31, 1991 is adequate to provide for future losses 
which may occur upon disposition of these assets. 


SeojOrtaHty 

The Company’s businesses are seasonal in nature. 
Approximately one-half of operating earnings are 
expected to be earned in the third quarter of the 
Company’s fiscal year. The third quarter includes the 
important educational publishing selling season as 
well as the summer box office season. Conversely, 
second quarter operating earnings are expected to be 
minimal during a period when publishing sales are at 
their lowest point and that business segment is 
expected to report operating losses, more than offset- 
ing retail earnings, which are at their highest point 
since the Company’s second quarter includes NMG’s 
important Christmas selling season. 

Impact of Inflation 

The Company’s financial statements were prepared 
on a historical cost basis under generally accepted 
accounting principles. The Company uses the LIFO 
method of inventory valuation for approximately 
75% of retail inventories and substantially all pub¬ 
lishing inventories, or about 80% of consolidated 
inventory in its financial statements. Thus, the cost 
of merchandise sold approximates current cost. 

Over the years the Company has adjusted selling 
prices to maintain profit levels, and it will continue to 
do so as competitive conditions permit. Management 
believes that the impact of inflation or of changing 
prices in general is not material to the results of oper¬ 
ations in these business segments. 

Dividends 

The Company has a long-standing policy of return¬ 
ing a portion of its earnings and cash flow to share¬ 
holders through cash dividends. In September 1991 
the Board of Directors voted an 8.3% increase in the 
quarterly cash dividend on the Common Stock to 13 
cents per share. The Board also increased the quar¬ 
terly cash dividend on the Series A Stock to 13.75 
cents per share and on the Class B to 11.7 cents per 
share. This is the 23rd consecutive year in which 
cash dividends have been increased. 
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Consolidated Balance Sheets 

General Cinema Corporation and Subsidiaries 
(Amounts in thousands) 


October 31 

Proforma 1991 

1491 

1990 

Assets 

(unaudited) 



Current assets 




Cash and short-term investments 

$ 392,575 

$1,618,968 

$1,636,185 

Accounts receivable-trade, net 

318,240 

318,246 

351,900 

Merchandise inventories 

417,585 

417,585 

436,342 

Other current assets 

163,769 

198,453 

144,587 

Total current assets 

1,292,169 

2,553,246 

2,569,014 


Property and equipment 

Land, buildings and improvements 

Fixtures and equipment 

Plates 

Less accumulated depreciation and amortization 

Total property and equipment , net 

621,092 

427,148 

364,875 

1,413,115 

584,306 

828,809 

621,092 

427,143 

364,K7S 

1,413,115 

584.306 

828,809 

576,645 

372,401 

329,942 

1,278,988 

463,657 

815,331 

Other assets 




Investments 

3,746 

3,746 

56,189 

Goodwill 

348,349 

348,349 

357,418 

Other intangibles 

79,642 

79.642 

226,356 

Other assets 

94,538 

94,538 

129,700 

Total other assets 

526,275 

526,275 

769,663 


Insurance assets 

Fixed maturity securities, at amortized cost 
(market value $1,912,813 and $1,648,204) 

1,809,790 

1,809,790 

1,672,661 

Mortgage loans 

21,312 

21,312 

37,257 

Other investments and cash 

239,905 

239,905 

127,555 

Premiums, accounts, and investment income 

receivable 

56,934 

56,934 

56,437 

Deferred policy acquisition costs 

121,175 

121,175 

140,879 

Other assets 

50,902 

50,902 

61,329 

Total insurance assets 

2,300,018 

2,300,018 

2,096,118 


$4,947,271 

$6,208,348 

$6,250,126 


See notes to consolidated financial statements. 
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Liabilities 

Current liabilities 

Notes payable and long-term liabilities- 

due within one year 

$ 42,088 

$1,821.1% 

$ 51,254 

Accounts payable 

241,324 

241.324 

269,811 

Other accrued liabilities 

392,072 

383,072 

324,547 

Taxes payable 

128,455 

28,455 

100,606 

Accrued interest payable 

21,012 

53,538 

58.071 

Unearned subscription income 

26,484 

26,484 

54.930 

Total current liabilities 

851,435 

2,554,069 

859,219 

Long-term liabilities 

Notes and debentures 

625,711 

625,711 

2,277,861 

Other long-term debt 

354,513 

354,513 

380,873 

Total long-term liabilities 

980,224 

980,224 

2,658,734 

Deferred income taxes 

138,983 

138,983 

136.367 

Insurance liabilities 

Policyholder reserves and deposits 

1,773,926 

S.773,926 

1,506,889 

Unearned premiums 

120,317 

120,317 

126,693 

Policy and contract claims 

92,041 

92,041 

94,588 

Other policyholder funds 

24,444 

24,444 

39,778 

Taxes payable 

21,038 

21,038 

39,021 

Other 

30,552 

30,552 

26,006 

Total insurance liabilities 

2,062,318 

2,062,318 

1,832,975 

Commitments and contingencies 

- 

— 

- 

Shareholders' Equity 

Preferred stock: 

Series A Cumulative Convertible-$l .00 par value 

Authorized-40,000 shares 

Issued and outstanding-3,855 and 4,079 shares 

3,855 

3,855 

4,079 

Common stocks: 

Class B Stock-$1.00 par value 

Authorized-40,000 shares 

Issued and outstanding-24,819 and 24,882 shares 

24,819 

24,HI9 

24,882 

Common Stock-$1.00 par value 

Authorized-100,000 shares 

Issued and outstanding-50,341 and 49,986 shares 

50,341 

50,341 

49,986 

Paid-in capital 

854,240 

854,240 

846,517 

Unearned ESOP compensation 

- 

- 

(26,756) 

Cumulative translation adjustments 

4,598 

4,598 

5,836 

Accumulated deficit 

(23,542) 

(465,099) 

(141,713) 

Total shareholders? equity 

914,311 

472,754 

762,831 


$4,947,271 

$6,208,348 

$6,250,126 
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Consolidated Statements of Operations 

General Cinema Corporation and Subsidiaries 
(In thousands except for per share data) 


Years ended October 31 

1991 

1990 

1Q8Q 

Revenues 

Specialty retail revenues 

SI ,744,8110 

$1,688,611 

$1,467,504 

Publishing revenues 

911,484 

935,937 

885,722 

Insurance revenues 

464,726 

476,810 

456,298 

Theatre revenues 

466,767 

460,919 

446,300 


3,587,777 

3,562,277 

3,255,824 

Operating costs and expenses 

Costs applicable to revenues; 

Cost of tangible goods sold 

1,658,36 J 

1,558,930 

1,439,501 

Cost of services 

895,040 

848,892 

791,489 

Selling, general and administrative 

1,035,837 

901,883 

898,127 

Corporate expenses 

65,532 

43,337 

60,461 

Merger and restructuring charges 

72,777 

34,000 

- 

Operating earnings (loss) 

(139,800) 

175,235 

66,246 

Investment income 

129,120 

125,266 

185,797 

Gain on sale of securities 

- 

129,298 

27,130 

Interest expense 

(349,061) 

(363,918) 

(449,095) 

Earnings (loss)from continuing operations 
before income taxes and minority interest 

(359,741) 

65,881 

(169,922) 

Income tax expense (benefit) 

(69,902) 

32,220 

(36,864) 

Minority interest 

3,283 

3,278 

3,269 

Earnings (loss) from continuing operations 

(293,122) 

30,383 

(136,327) 

Discontinued operations 

Income from discontinued operations net of 
income taxes of $26,433 



48,018 

Gain on disposal of discontinued operations net of 
income taxes of $756,559 

— 


1,164,522 

Earnings (loss) before extraordinary item 

(293,122) 

30,383 

1,076,213 

Extraordinary item, net of income taxes of $16,692 

- 

- 

(32,287) 

Net earnings (loss) 

(293,122) 

30,383 

1,043,926 

Dividends on HBJ preferred stock 

12,684 

18,242 

59,741 

Net earnings (loss) applicable to common shareholders 

(S 305,806) 

$ 12,141 

$ 984,185 

Net earnings (loss) per share applicable to 
common shareholders 

From continuing operations 

(S3.88) 

$.15 

($2.49) 

From discontinued operations 

— 

- 

15.41 

Earnings (loss) before extraordinary item 

(3,88) 

.15 

12.92 

Extraordinary item 

- 

- 

(.41) 

Net earnings (loss) per common share 

($3.88) 

$.15 

$12.51 


See notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows 

General Cinema t Corporation and Subsidiaries 
(in thousands) 


Ycflrs ended Ocrobe-" 3U 

1991 


1089 

Cashflows from operations 




Net earnings (loss) from continuing operations 

t$ 293,122; 

$ 30,383 

($ 136,327) 

Adjustments to reconcile net earnings to 




net cash provided by continuing operations: 




Depreciation and amortization 

315,177 

174,050 

170,152 

Provision for inventory valuation 

38,916 

20,269 

48,725 

Non-cash interest 

128,096 

117,422 

102,792 

Gains on sales of long-term assets 

(I,09KJ 

(129,298) 

(82,864) 

Adjustments to operations of Insurance 

55,069 

14,834 

36,747 

Merger and restructuring charges 

72,777 

34,000 

- 

Other items 

27,183 

21,275 

56,452 

Changes in assets and liabilities: 




Accounts receivable 

20,032 

(27,694) 

34,938 

Inventories 

129,586) 

(48,006) 

(13,942) 

Other current assets 

(8,689) 

(11,349) 

(13,525) 

Accounts payable and accrued liabilities 

(118,370) 

(63,913) 

15,246 

Net cash provided by continuing operations 

206,385 

131,973 

218,394 

Net cash provided by discontinued operations 


- 

51,073 

Net cash provided by operations 

206.385 

131,973 

269,467 

Cashflows from investment transactions 




Discontinued operations 

- 

(580,818) 

2,808,031 

Acquisition of Horchow Mail Order, Inc. 

- 

- 

(107,769) 

Additions to property and equipment, net 

(171,768) 

(165,444) 

(223,757) 

Proceeds from sales of investments 

- 

607,461 

48,621 

Additions to investments 

(557) 

(86,321) 

(24,613) 

Insurance investing activities 

(303,607) 

(532,587) 

(181,606) 

Other items 

(9,900) 

(15,326) 

(7,419) 

Net cash provided (used) by investment transactions 

(485,832) 

(773,035) 

2,311,488 

Cash flows from financing transactions 




Proceeds from policyholder deposits 

264,942 

498,149 

147,454 

Issuance of debt 

194.400 

255,000 

324,210 

Repayment of debt 

(158,806) 

(151,621) 

(1,343,206) 

Cash dividends paid 

(35,096) 

(32,272) 

(29,367) 

Equity transactions 

(3,210) 

(670) 

682 

Net cash provided (used) by financing transactions 

262,230 

568,586 

(900,227) 

Cash and short-term investments 

Increase (decrease) during the year 

Beginning balance 

Ending balance 

(17,217) 

1,636,185 

$1,618,968 

(72,476) 

1,708,661 

$1,636,185 

1,680,728 

27,933 

$1,708,661 


See notes to consolidated financial statements. 
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Consolidated Statements of Shareholders' Equity 

General Cinema Corporation and Subsidiaries 
(Amounts in thousands) 



Common 

Series A 

Unearned 




Years ended October J /, 

Stocks $1 

Stock $1 

ESOP 

Paid-in 

Accumulated 

Translation 

1991, 1990 and 1989 

Par Value 

Par Value 

Compensation 

Capital 

Deficit 

Adjustments 

Balance at October 31,1988 as 







previously reported 

$68,626 

$4,715 


$ 1,148 

$ 530,461 


Adjustment for pooling of interests 







with Harcourt Brace Jovanovich, 







Inc. (HBJ) 

4,767 


($42,256) 

764.230 

(1,606,710) 

$2,861 

Balance at October 31, 1988-restated 

73,393 

4,715 

(42,256) 

765,378 

(1,076,249) 

2,861 

Net earnings 





1,043,926 


Cash dividends paid, GCC 





(29,367) 


Preferred dividends, HBJ 

237 



59,410 

(59,741) 


Conversion of Series A Stock 

551 

(551) 





Shares issued in connection with 







stock incentive plan 

149 

62 


1,312 



Reduction of ESOP debt guarantee 



7,500 




Translation adjustments 






(738) 

Other equity transactions, net 

6 



1,537 

(151) 


Balance at October 31, 1989 

74,336 

4,226 

(34,756) 

827,637 

(121,582) 

2,123 

Net earnings 





30,383 


Cash dividends paid, GCC 





(32,272) 


Preferred dividends, HBJ 

267 



17,810 

(18,242) 


Conversion of Series A Stock 

172 

(172) 





Reduction of ESOP debt guarantee 



8,000 




Translation adjustments 






3,713 

Other equity transactions, net 

93 

25 


1,070 



Balance at October 31, 1990 

74,868 

4,079 

(26,756) 

846,517 

(141,713) 

5,836 

Net loss 





(293,122) 


Cash dividends paid, GCC 





(35,096) 


Preferred dividends, HBJ 




9,851 

(9,851) 


Conversion of Series A Stock 

226 

(226) 





Reduction of ESOP debt guarantee 



26,756 




Translation adjustments 






(1,238) 

Adjustment to conform fiscal year of 







HBJ 





14,683 


Other equity transactions, net 

66 

2 


(2,128) 



Balance at Oetaher 31, 1991 

$75,160 

$3,855 

$ - 

$854,244 

($ 465,099) 

54,598 


See notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 

(Jen, tal Ctnema Corporation and Subsidiaries 
Years Ended October 3 ' 1991 , 1990 and 1989 


1 + Basis of Pressn ration 

Effective November 25, 1991, General Cinema Cor¬ 
poration (the Company or GCC) issued 2,879,734 
shares of its Class B Stock and 2,398,559 shares of 
its Common Stock to be exchanged for all of the 
Common Stock and the Preferred Stock of Harcourt 
Brace lovanovich, Inc. (HBJ), a publishing and 
insurance company, in a business combination 
accounted for as a pooling of interests. The accom¬ 
panying financial statements have been prepared to 
give retroactive effect to the merger. 

The Company's acquisition of HBJ was contingent 
upon the successful completion of its tender offer to 
purchase approximately $1.7 billion carrying value 
of certain HBJ indebtedness for $1.1 billion in cash. 
The tender offer was successful, and the HBJ debt 
was purchased by the Company on November 23, 
1991, resulting in a net extraordinary gain on a con¬ 
solidated basis of $441.6 million. 

Despite the fact that the merger was contingent 
upon the acquisition of debt, the two events receive 
different accounting treatment and will be reported 
in two accounting periods. 

Pursuant to the pooling of interests method of 
accounting, the merger of the equity interests, 
including HBJ’s Redeemable Preferred Stock, is 
given retroactive effect and the historical financial 
statements are restated by adding the historical 
accounts of GCC and HBJ. These historical state¬ 
ments reflect GCC investment income and HBJ 
interest expense at levels prior to the purchase of the 
$1.7 billion of HBJ debt with $1.1 billion of GCC 
cash and prior to the elimination of the debt in con¬ 
solidation. These historical statements also reflect 
dividends paid on HBJ's preferred stock. The divi¬ 
dends were paid through the issuance of additional 
preferred shares and cash in lieu of fractional shares. 
These historical balance sheets at October 31, 1991 
and October 31, 1990 also reflect the combined 
financial position prior to the acquisition of the debt. 

In order to present the impact of both the merger 
of the equity interests and the retirement of debt on 
a consolidated basis, including payment of $96.0 
million of revolving credit debt, and the associated 
write-off of debt issuance costs of $34.7 million, a 
proforma balance sheet has been presented which 
gives effect to the after-tax gain on the retirement of 
debt which will be recorded in the first quarter of fis¬ 
cal 1992, as if it had occurred as of October 31, 1991. 


The historical balance sheets include the following 
as of October 31: 


(in thousands J 


S99J 

199C 

Current assets: 

GCC 

£2.16039 

$2,196,854 


HBJ 

384.407 

372.160 



$2,553,W6 

$2,569,014 

Total assets 

GCC 

£3,027,SOT 

$3,068,395 

(excluding 

insurance): 

HBJ 

881,321 

1,085.613 




$4,154,008 

Current liabilities: 

GCC 

£ 522*505 

$ 580,615 


hb; 

2,031.566 

278,604 



$2,554,069 

$ 859,219 

Total long-term 




liabilities and deferred 




income taxes: 

GCC 

S X50.M2 

$ 858,740 


HBJ 

26*,595 

1,936,361 



41,119.207 

$2,795,101 

Shareholders’ equity: 

GCC 

4t.6S3.894 

$1,629,040 


HBJ 

lUM,140J 

(866.209) 



4 472,75-1 

$ 762,831 


The historical statements of operations include the 


following: 

(in thousands) 

199 l 

1990 


1989 

Net revenues: GCC 

$2,211,567 

$2,149,530 

$1,9)3,804 

HBJ 

t ,376,210 

l ,412,747 


1.342,020 


$3,587,777 

$3,562,277 

$3,255,824 

Net earnings 





(loss) applicable 
to common share¬ 
holders: GCC 

$ 62,011 

$ 111,258 

$ 

971,810 

HBJ 

f367,S17> 

(99.117) 


12,375 



$ 12,141 

$ 

984.185 

Pre-tax income earned 





by GCC on $ 1.1 
billion used to 
acquire HBJ debt: 

$ 7 6,966 

$ 87,118 

$ 

63,915 

Pre-tax interest expense 




on $1.7 billion of 
HBJ debt acquired 
by GCC: 

$ 227,192 

$ 2)5,566 

$ 

203,867 
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Nof-e.s to Con sdM doled Financial Statements u-tmtlnui'tf} 
General Cinema Corporation and Subsidiaries 
Years Ended October 3 /, 1991, 1990 and 1989 


There have been significant events and material 
adjustments to both income and expense in all 
periods presented, including after-tax charges of 
$268.9 million recorded in HBJ’s fourth quarter of 
fiscal 1991. These events and transactions are de¬ 
scribed elsewhere in these notes to the consolidated 
financial statements. 

The historical pre-pooling, stand-alone financial 
statements of both GCC and HBJ for the period 
ended October 31, 1991 have been filed with the 
Securities and Exchange Commission and are avail¬ 
able upon request. 

Prior to the acquisition, HBJ’s fiscal year ended on 
December 31. Therefore, the pooled statements of 
operations include HBJ’s results of operations for the 
years ended October 31, 1991, December 31, 1990, 
and December 31, 1989. The 1991 fiscal year of HBJ 
has been changed to conform to that of the Company. 
As a result, the operations of HBJ for the period from 
November 1, 1990 to December 31, 1990, are 
included in the statement of operations in both 1990 
and 1991. HBJ’s revenues for this period were 
$222,857,000. HBJ’s net loss for this period was 
$14,683,000 and has been eliminated from retained 
earnings at October 31, 1991. 

2, Summary of Significant Accounting Pol id os 

All majority-owned subsidiaries are included in the 
consolidated financial statements. The financial 
statements of The Neiman Marcus Group, Inc. 
(NMG) are consolidated with a lag of one fiscal 
quarter. Fiscal 1991 and 1989 were fifty-two week 
years for NMG; fiscal 1990 was a fifty-three week 
year. Minority interest represents the payment of 
cash dividends to minority shareholders of NMG in 
excess of the equity available to such shareholders. 
All significant intercompany accounts and transac¬ 
tions have been eliminated. Insurance assets, includ¬ 
ing cash, are restricted to the insurance subsidiary by 
statute and are unavailable for use by the Company 
except by dividend distributions. 

Cash and short-term investments 
Short-term investments consist of liquid investments 
which are readily convertible into cash. Cash and 
short-term investments are stated at cost plus 


accrued interest, which approximates market, and, 
at October 31, consist of the following: 


(In Thousands) 

19*\ 

1990 

Cash 


$ 34,292 

Bank obligations 

80MU 

651,545 

Corporate obligations 

474,6% 

830,251 

Other cash equivalents 

325,270 

120,097 



$1,636,185 


Accounts receivable 

Accounts receivable are reported net of both the 
allowance for doubtful accounts of $12,062,000 in 
1991 and $11,342,000 in 1990, and the allowance 
for book returns of $42,880,000 in 1991 and 
$37,099,000 in 1990. The allowance for book 
returns is established when the applicable revenues 
are recognized upon the shipment of books. 

Merchandise inventories 

Inventories are stated at the lower of cost or market. 
Inventories at October 31, 1991 and 1990 consist of 
the following; 


(In thousands) 


1990 

Retail inventories 

1283,512 

$275,109 

Publishing inventories 

127,430 

159,464 

Other 

1,653 

1,769 


5417.585 

$436,342 


Approximately 75% of the retail inventories are 
valued using the retail method on the last-in, first-out 
(LIFO) basis. Other retail inventories are valued 
using the retail or cost method on the first-in, first- 
out (FIFO) method. 

In 1991, the Company adopted the LIFO method 
of accounting for valuing substantially all of its 
domestic publishing inventories. Management 
believes that the use of the LIFO method better 
matches current costs with current revenues. In prior 
years, all publishing inventories were valued using 
the FIFO method. The cumulative effect of this pol¬ 
icy on years prior to fiscal 1991 is not determinable. 

If the FIFO method of inventory valuation had 
been used to value inventory, retail inventories would 
have been $21,204,000 and $14,507,000 higher than 
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reported at October 31, 1991 and October 31, 1990, 
respectively. The LIFO reserve for publishing inven¬ 
tories was $5,100,000 at October 31, 1991. 

The LIFO valuation method had the effect of 
increasing the net loss by $7,266,000 or $.09 per 
common share in 1991 and decreasing net earnings 
by $2,950,000 or $.04 per common share in 1990 
and $1,575,000 or $.02 per common share in 1989. 

Intangibles 

Intangibles consist of trademarks ($67,841,000) and 
other intangibles ($11,801,000) at October 31, 1991, 
and of trademarks ($69,666,000) and other intan¬ 
gibles ($156,690,000) at October 31, 1990. 

Intangibles, including goodwill, are being amor¬ 
tized on a straight-line basis over their estimated 
useful lives, which range from 11 to 40 years. 
Amortization expense was $151,551,000 in 1991, 
$33,804,000 in 1990, and $36,169,000 in 1989. 

Income taxes 

Income taxes are based on amounts included in the 
consolidated statements of operations. Deferred 
taxes result from differences between the time that 
certain revenue and expense items are recognized in 
computing tax expense for financial statement pur¬ 
poses and when these items are actually reported for 
income tax purposes. 

Depreciation and amortization 
Depreciation and amortization are provided using 
straight-line or accelerated methods over the esti¬ 
mated useful lives of the related assets, or over the 
terms of the related leases, if shorter. The cost of 
plates and other prepublication costs for educational 
publications are amortized over a three to five year 
period using the sum-of-the-years’-digits method. 
Acquired insurance in force is amortized in relation 
to the present value of expected future profits of 
acquired policies. 

Finance charge income 

Finance charge income related to NMG charge 

accounts is treated as a reduction of selling, general 


and administrative expenses. Finance charge income 
totaled $27,743,000 in 1991, $27,222,000 in 1990 
and $23,400,000 in 1989. 

Foreign currency translation adjustments 
Cumulative translation adjustments reflect princi¬ 
pally the effects of using current rates in translating 
the financial statements of HBJ’s operations outside 
the United States. 

3 S Description of Continuing Operations 

The Neiman Marcus Group , Inc. 

NMG operates three specialty retail store 
businesses-Neiman Marcus, Bergdorf Goodman 
and Contempo Casuals. Neiman Marcus operates 26 
stores in eleven states and the District of Columbia; 
Bergdorf Goodman operates two stores in New York 
City; and Contempo Casuals operates 272 stores in 
33 states. In addition, both Neiman Marcus and 
Bergdorf Goodman operate mail order businesses. 

Harcourt Brace jovanovich Publishing 
HBJ publishes textbooks and other materials for ele¬ 
mentary and secondary schools and colleges, as well 
as scientific and medical books and journals, general 
fiction and non-fiction, and children’s books. It pub¬ 
lishes and scores tests that measure individual 
aptitude and competency largely for a market of 
grades K-12. HBJ manufactures and distributes 
graphic supplies and equipment for schools and 
offices. It conducts bar review and accounting 
accreditation review courses and provides executive 
counseling for corporations. 

Harcourt Brace Jovanovich Insurance 
HBJ Insurance consists of underwriters of life, health 
and credit insurance and agents of property and 
casualty insurance. On a combined basis, the life and 
health underwriters provide insurance coverage in all 
50 states. 

General Cinema Theatres 

At year end, the Company operated 1,466 screens at 
298 theatre locations in 31 states. The theatre units 
are predominantly multi-screen complexes located 
in or near regional shopping centers. 
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Notes to Consolidated Financial Statements ft-warmr-i. dt 
General Cinema Corporation and Subsidiaries 
Years Ended October 31 . 1991 , 1990 and 1989 


Additional financial information 


f In thousands) 

mi 

1990 

1989 

Revenues: 

Specialty retail 

$1,744,000 

$1,688,611 

$1,467,504 

Publishing 

911 P 4K4 

935,937 

885,722 

Insurance 

464,726 

476,810 

456,298 

Theatre 


460.919 

446.300 

Total revenues 

*3,587,777 

S3,562,277 

$3,255,824 

Operating earnings (loss): 

Specialty retail S- H2.277 

S 99,191 

$ 83,212 

Publishing 


J 38,712 

6,145 

Insurance 

(45.2961 

26,118 

28,149 

Theatre 

9336 

(11,449) 

9,201 

Corporate expenses 


(43,337) 

(60,461: 

Merger and restruc¬ 
turing charges 

<72,777i 

(34,0001 


Total operating 

earnings (loss) 

($ 139, Httfl i 

$ 175,235 

$ 66,246 


Identifiable assets: 


Specialty retail 

$M 56,453 

$1,110,198 

$1,007,769 

Publishing 

8*1,321 

1,085,613 

1,119,739 

Insurance 

2. mo is 

2,096,118 

1,524,695 

Theatre 

228,106 

251,280 

243,502 

Corporate 

1,642,450 

1,706,917 

2,152,297 

Total identifiable 




assets 

Sd.20B.J4fi 

$6,250,126 

56,048,002 

Capital expenditures: 




Specialty retail 

$ 96, 7H? 

$ 76,928 

$ 88,442 

Publishing 

68,070 

59,004 

86,105 

Insurance 

900 

837 

626 

Theatre 

6,85! 

29,338 

48,963 

Corporate 

60 

174 

247 

Total capital 




expenditures 

$ 172,668 

$ 166,281 

$ 224,383 

Depreciation and amortization: 



Specialty retail 


$ 41,110 

$ 39,718 

Publishing 

246,442 

111,505 

11 [,525 

Insurance 

1,919 

2,326 

2,952 

Theatre 

21,401 

20,372 

18,345 

Corporate 

1,834 

1.063 

564 

Total deprecia¬ 




tion and 




amortization 

S 317,096 

$ 176,376 

$ 173,104 


4, Merger, Restructuring and Other Costs 

Both GCC and HBJ incurred merger and restructur¬ 
ing costs as well as other major charges to income in 
all periods presented. 

In the fourth quarter of 1991, GCC and HBJ 
recorded costs directly and indirectly associated with 
the merger together with other charges to current 
operating results totaling $338.5 million before 
taxes. Merger and restructuring charges aggregate 
$72.8 million and include merger costs of $15.3 mil¬ 
lion; costs associated with the discontinuance of the 
HBJ ESOP of $18.9 million; and a provision to reflect 
the decision to consolidate certain facilities and to 
relocate certain functions and businesses of $38.6 
million. Other charges include increased amortiza- 
tion of $129.8 million to reflect the shortened 
estimated useful lives of both tangible and intangible 
assets; recognition of the decline of $35,0 million in 
the market value of certain HBJ insurance portfolio 
holdings; the write-off of deferred policy acquisition 
costs of $31.7 million due to the current deteriora¬ 
tion of certain blocks of policies; the write-down of 
inventory, plate, development costs, and royalty 
advances associated with reduced expectations of 
sales for certain products of $25.8 million; and var¬ 
ious other charges of $43.4 million. These amounts 
were recorded in the financial statements as follows: 
$46.2 million was charged to revenues; $30.8 mil¬ 
lion was charged to cost of tangible goods sold; 

$54.0 million was charged to cost of services; $126.5 
million was charged to selling, general and adminis¬ 
trative expenses; and $8.2 million was charged to 
corporate expenses. 

Also, in fiscal 1991, NMG recorded a charge of 
$17.3 million in corporate expenses as a result of its 
recognition of its guarantee of certain unfunded 
Carter Hawley Hale, Inc. (CHH) employee benefits, 
such recognition being brought about by CHH’s fil¬ 
ing a petition for reorganization under Chapter 11 of 
the Bankruptcy Code. 

In fiscal 1990, the Company initiated the restruc¬ 
turing of its theatre operations and provided $34.0 
million for the estimated costs associated with the 
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disposal of approximately 20 theatre locations, the 
closing of administrative field offices and a manage¬ 
ment reorganization. 

In fiscal 1990, HBJ Insurance recorded a $9.5 
million portfolio valuation reserve as a reduction 
of revenues. 

In the third quarter of 1989, HBJ charged to 
income write-offs of $175.8 million, substantially all 
non-cash items. This amount included charges to 
cost of sales of $55.0 million, selling, general and 
administrative expenses of $51.8 million, insurance 
benefits and expenses of $17.0 million, and interest 
expense of $3.0 million. Also included was $49.0 
million of debt issuance costs reported as an extraor¬ 
dinary item. 

5, Ttie- Neuman Marcus Group, Inc. 

The Company owns all of the outstanding shares of 
NMG’s Adjustable Voting Common Stock, Adjust¬ 
able Voting Preferred Stock and 9'/4% Preferred 
Stock. The shares presently owned by GCC repre¬ 
sent 51.0% of the voting power of NMG. The 
Company has agreed, subject to certain exceptions, 
that it will not exchange its shares of Adjustable 
Voting Common Stock for Common Stock or Adjust¬ 
able Voting Preferred Stock for 6% Preferred Stock 
until the earlier of January 31, 1993 or the acquisi¬ 
tion by the Company of more than 50% of the voting 
securities of NMG not owned by the Company on 
September 8, 1987. If the Company were to convert 
all of its shares of Adjustable Voting Preferred Stock 
into Adjustable Voting Common Stock and all of 
its shares of Adjustable Voting Common Stock into 
shares of Common Stock, its total holdings of Com¬ 
mon Stock would equal 62.3% of the Common 
Stock which would then be outstanding. 

The earnings and cash flow of NMG are not avail¬ 
able to the Company except through payment by 
NMG of the 6% dividend on the $374,923,000 
stated value preferred stock, the 9'M% dividend on 
the $50,000,000 stated value preferred stock, and 
the dividends paid on the Company’s shares of NMG 
Adjustable Voting Common Stock and Common 
Stock. 

In August 1990, NMG adopted a dividend rein¬ 
vestment plan enabling all shareholders to invest 


their dividends in shares of Common Stock. The 
Company presently intends to reinvest fully in that 
plan. During NMG’s fiscal 1991, the Company rein¬ 
vested in NMG Common Stock the $25.9 million 
of common and preferred dividends it would have 
otherwise received. 

The Company and NMG have entered into an 
agreement which governs several aspects of their 
relationship. Among other things, the agreement 
provides for limitations of the Company’s right to 
acquire voting securities of NMG or to propose cer¬ 
tain business combinations between it and NMG, 
and provides that the Company will vote its NMG 
Common Stock as directed by NMG’s Board of 
Directors. All restrictions will terminate on January 
31, 1993 or earlier upon the occurrence of certain 
events. Virtually all of the Company’s officers hold 
similar positions with NMG. 

6* HBJ Insurance 

Consolidated condensed statements of operations 
and cash flows of HBJ Insurance are as follows: 


Statements of Operations 
Year Ended Years Ended 

Oct. 3 i. Dec. 31, 


(In thousands) 

m\ 

1990 

1989 

Insurance premiums and 
other 

Net investment income 

$3114,280 

160,446 

$325,950 

150,860 

$325,561 

130,737 

Total revenues 

464.736 

476,810 

456,298 

Benefits incurred 

(77.535 

197,212 

192,588 

Increase in policyholder 

reserves and deposits 


124,389 

92,088 

Underwriting, acquistion, 

and general expenses 

162421 

129,091 

143,473 

Earnings (loss) before 
income taxes 

(45,2961 

26,118 

28,149 

Income tax expense (benefit) 

(IS.1461 

9.494 

10,534 

Net earnings (loss) 

(5 -HMSm 

$ 16,624 

$ 17,6J5 
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Statements of Cash Flows 


Year Ended 

Years Ended 


Oct. 31. 

Dec. 31, 

(In thousands) 

mi 

1990 

1989 

Operating activities: 

Net earnings (loss) 

Changes in: 

30,151) 

S 16,624 

$ 17,615 

Policyholder reserves 

53,209 

46,564 

33,481 

Unearned premiums 

(6,401j 

(5,078) 

14,318 

Policy and contract claims 
Deferred policy 


(3,905) 

3,824 

acquisition costs 

(3,440 

(36,449) 

(10,590) 

Taxes payable 

Net realized investment 

1 19,34ft) 

8,372 

(2,422) 

losses (gains) 
Amortization of acquired 

23,675 

7,808 

(10,964) 

insurance in force 

5*845 

4,060 

5,976 

Other, net 

a Am 

(12,366) 

(736) 

Net cash provided by 




operating activities 

29,702 

25.630 

50,502 

Investing activities: 




Purchase of fixed maturity 




securities 

(585,463) 

(661,565) 

(406,570) 

Proceeds from sale of 
fixed maturity securities 
Prepayment and maturity 

353,307 

86,240 

195,360 

of mortgage loans 

Net decrease (increase) in 

50,707 

36,807 

27,770 

short-term investments 

(121,431) 

10,423 

(6,561) 

Other, net 

(W» 

(4,492) 

8,395 

Net cash used in inves¬ 




ting activities 

(303*607) 

(532,587) 

(181,606) 

Financing activities: 




Proceeds from poli¬ 
cyholder deposits 

Capital contributions. 

264.942 

498,149 

147,454 

advances, and repay¬ 
ments, net 

13*746 

6,581 

(5,689) 

Dividends paid 

- 

(3,600) 

(14,521) 

Net cash provided by 




financing activities 

278,688 

501,130 

127,244 

Increase (decrease) in 




Cash 

t 4,7*3 

($ 5,827) ($ 3,860) 


Fixed maturity securities consist primarily of bonds, 
which are recorded at cost and adjusted for amor¬ 
tization of premium or accretion of discount. Other 
investments include equity securities recorded at 
market value; mortgage and policy loans recorded at 
unpaid principal balances; short-term investments 
recorded at cost, which approximates market value; 
and real estate recorded at market value at the time 
of foreclosure. 

Fixed maturity securities include $121,900,000 
and $172,100,000 of non-investment grade debt 


securities which had a market value of $125,700,000 
and $143,300,000 at October 31, 1991 and December 
31, 1990, respectively. These securities represent 
5.9% and 9.4% of the total investment portfolio in 
each year. The difference between the amortized cost 
and market value of fixed maturity securities repre¬ 
sents gross unrealized gains of $103,023,000 at 
October 31, 199T 

HBJ recorded portfolio valuation reserves of 
$42,000,000 in 1991 and $9,500,000 in 1990 to 
reserve for losses which may occur upon the sale of 
the related investment securities or real estate. 

All portfolio valuation reserve adjustments were 
recorded as realized investment losses and reduc¬ 
tions of fixed maturity securities or other 
investments. 

The amortized cost and estimated market value of 
debt securities at October 31, 1991, by contractual 
maturity, are shown below. Expected maturities will 
differ from contractual maturities because borrowers 
may have the right to call or prepay obligations with 
or without call or prepayment penalties. 


(In thousands) 

Amortized 
Cost (a) 

Market 

Value 

Due in one year or less 

Due after one year through five 

5 16,470 

$ 15,938 

years 

Due after five years through ten 

215,779 

227,579 

years 

257,786 

277,461 

Due after ten years 

U311,642 

1,382,724 


$1,801,677 

$1,903,702 


(a) Includes a $36,500,000 portfolio valuation reserve. 


Life premiums from traditional insurance con¬ 
tracts are recognized as revenue when due or col¬ 
lected, whereas accident and health premiums are 
recognized over the contract period. Amounts 
received from policyholders under non-traditional 
life and investment contracts are recorded as a lia¬ 
bility Revenues recorded on such contracts consist 
only of policy charges for the cost of insurance, pol¬ 
icy administration, and surrenders assessed during 
the period, and expenses include interest credited to 
policyholder account balances and benefit claims 
incurred in excess of policyholder account balances. 

Costs incurred which are directly related to and 
vary with the production of new insurance are 
deferred. Deferred policy acquisition costs related to 
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non-traditional life and investment contracts are 
amortized in relation to the present value of expected 
gross profits. For other products, such amounts are 
amortized in relation to the present value of expected 
future premiums. Amortization of deferred policy 
acquisition costs was $65,543,000 in 1991, 
$29,003,000 in 1990, and $32,444,000 in 1989. 
Deferred policy acquisition costs are reviewed peri¬ 
odically for recoverability In October 1991, a 
product line review of agency life, credit and farm 
major medical deferred acquisition costs resulted in 
an adjustment of $31,690,000 which was charged to 
expense and is included as amortization. 

For immediate annuities with life contingencies, 
the policyholder deposit liability represents the pre¬ 
sent value of future benefit payments. Future benefits 
are estimated based on industry mortality tables and 
are discounted at interest rates ranging primarily 
from 7.75% to 13.25% at issue, graded to 7% to 10% 
after 20 years. For deferred annuity contracts, the 
liability for policyholder deposits approximates 
accumulated contract values. During 1991, interest 
was credited to such policies at rates ranging from 
6.75% to 10%. Estimates of future investment 
yields, mortality and withdrawals are used to calcu¬ 
late policyholder reserves for traditional ordinary life 
insurance contracts, whereas policyholder deposits 
for universal life-type contracts approximate pre¬ 
miums received plus accumulated interest, less 
mortality charges and expense loads. Cancelable 
accident and health insurance reserves are based 
upon unearned premiums and an estimated liability 
for claims incurred but not reported and claims in 
the process of settlement. This estimate is based on 
industry and HBJ Insurance experience, adjusted for 
current trends. 

The condensed financial statement information 
for HBJ Insurance has been prepared on the basis 
of generally accepted accounting principles which 
vary in certain respects from the statutory reporting 
practices required by state insurance regulatory 
authorities. The unaudited statutory financial infor¬ 
mation of the life insurance companies is summa¬ 
rized as follows: 



Twelve Months 

Years Ended 


Ended Sept. 30, 

Dec. 31, 

{In thousands) 

mi 

1990 

1989 

Statutory net income 

5 23.H27 

$ 17,811 

$ 2.3,303 

Statutory capital and surpluN 5 U 2,77tf 

$ 104,626 

$103,095 


without prior regulatory approval, is generally the 
greater of statutory net income of the previous year 
or 10 percent of statutory surplus. 

The components of net investment income are as 
follows: 



Year Ended 

Years Ended 


Oct. 31, 

Dec. 31, 

(In thousands) 

mi 

1990 

1989 

Fixed maturity securities 

*177,274 

$146,639 

$102,716 

Mortgage loans 

2M2 

3,919 

8,599 

Short-term investments 

7,4U4 

9.003 

8,396 

Realized investment (losses) 




gains 


(7,816) 

1 M 34 

Other investment income 

2,mi 

3,007 

3,597 

Investment expense 

14*4*0) 

(3.892) 

(3,705) 

Net investment income 

$160,446 

$150,860 

$130,737 


The specific identification method is used to deter¬ 
mine the cost of securities sold. Income tax (benefit) 
expense on net realized investment (losses) gains was 
($8,498,000) in 1991, ($2,688,000) in 1990 and 
$3,801,000 in 1989. 

7, Investments 

Cadbury Schweppesp.l.c. (Cadbury) 

The Company owned 5,670,000 ordinary shares of 
Cadbury at October 31, 1991 with a market value of 
approximately $39,936,000. The investment is car¬ 
ried at cost and is held in escrow under the terms of 
the Company's 5% Subordinated Debentures due 
2002, which are exchangeable for Cadbury shares 
(subordinated debentures). At October 31, 1990, the 
Company owned 13,200,000 ordinary shares of Cad¬ 
bury In October 1990, the Company sold 
98,606,000 of its shares and realized a pre-tax gain 
of$129,298,000. 

On October 11, 1991, the Company announced 
that it was redeeming the subordinated debentures 
on November 11, 1991. As a result, $22,610,000 
principal amount of debentures were exchanged 
prior to October 31, 1991, resulting in a pre-tax gain 
of $14,913,000. The remaining debentures were 
exchanged in November 1991, resulting in a pre-tax 
gain of $11,633,000 that will be recognized in 
fiscal 1992. 


The maximum dividend that the life insurance 
companies may pay to shareholders during a year, 
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B. Lang-term liabilities (excluding current maturities] 

(Doitar amounts in thousands) 


Interest Rate 

Maturity 

]99l 

1990 

Long-term liabilities of GCC: 






Revolving credit agreements 

(a) 

Variable 


5 34,600 

$ 

Subordinated debentures 

(b) 

5.0% 

2002 

- 

76,562 

Subordinated notes 

(c) 

9.375-10.75% 

1995-2000 

349.033 

348,857 

Other long-term liabilities 


Various 


23,613 

23,046 

Total long-term liabilities of GCC 




406,646 

448,465 

Long-term liabilities of HBJ: 






Borrowings under or supported by the Credit Agreement 

(d) 

Variable 


- 

59,000 

Senior subordinated debentures 

(e) 

13.75% 

1999 

49,000 

500,000 

Subordinated discount debentures 

(0 

14.75% 

2002 

44,850 

398,394 

Subordinated pay-in-kind (PIK) debentures 

(g) 

14.75% 

2002 

44.816 

398,408 

Senior notes 

(h) 

13.00% 

1997 

16.013 

200,000 

Subordinated debentures 

(i) 

14.25% 

2004 

19.094 

200,000 

Convertible subordinated notes 

0) 

9.75% 

1999 


53,640 

ESOP debt guarantee 

(k) 

Variable 

1993 

- 

26,756 

Capital lease obligations 


5.5-6.92% 

1992-2000 

1,730 

7,264 

Other long-term liabilities 


Various 


9,76-9 

12,136 

Total long-term liabilities of HBJ 




180,177 

1,855,598 

Long-term liabilities ofNMG: 






Revolving credit agreement 

(l) 

Variable 


150,000 

137,000 

Mortgage debt 

(mj 

6.5-13.45% 

1992-1999 

50,433 

51,401 

Senior notes 

(n) 

9.59-9.89% 

1994-1996 

102,000 

102,000 

Capital lease obligations 


3.93-8.89% 

1992-2005 

7,797 

7,925 

Other long-term liabilities 

(o) 

Various 


77,171 

56,345 

Total long-term liabilities ofNMG 




337,401 

354,671 

Total long-term liabilities 





$2,658,734 


(a) At October 31, 1991, the Company had agree¬ 
ments with eleven banks pursuant to which the 
Company may borrow, on a revolving credit basis, an 
aggregate of $550,000,000 (or the equivalent in cer¬ 
tain specified foreign currencies). The Company may 
terminate these agreements at any time and each of 
the banks may terminate its agreement on not less 
than two years' notice. The rate of interest payable 
varies according to one of four pricing options 
selected by the Company The credit agreements do 
not require the Company to maintain compensating 
balances. The agreements require the Company to 
pay a commitment fee at an annual rate of x k% of the 
unused credit line. The largest aggregate amounts 
borrowed under the revolving credit agreements were 
$35,000,000 in 1991 and $26,000,000 in 1990. 


(b) The subordinated debentures consist of 
£17,028,000 (sterling) principal amount of 5% sub¬ 
ordinated debentures due 2002, exchangeable for 
5,670,000 ordinary shares of Cadbury with no sink¬ 
ing fund requirements. The debentures were 
exchanged in November 1991 (See Note 7). 

(c) The Company has three issues of subordinated 
notes: 


Interest Rate 

Due 

Principal Amount 

10.750% 

1995 

$100,000,000 

9.375% 

1997 

$125,000,000 

9.500% 

2000 

$125,000,000 


The 10.75% notes may be redeemed at any time 
on or after June 1, 1992 at par. The 9.375% and 
9.5% notes may not be redeemed prior to their matu¬ 
rity. There are no sinking fund requirements for any 
of the notes and the notes are reflected as long-term 
debt net of discount of $967,000 at October 31, 1991 
and$l ,143,000 atOctober31, 1990. 
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(d) HBJ had a revolving credit agreement which 
was terminated in connection with the Company’s 
acquisition of HBJ. 

(e) The Senior Debentures may be redeemed at the 
option of HBJ t in whole or in part, at any time on or 
after September 15, 1992 at 103.93% of principal 
amount through September 14, 1993 and 101.97% 
thereafter. Interest on the Senior Debentures is pay¬ 
able semiannually. Additionally, these debentures are 
entitled to annual sinking fund payments of 

$16,170,000 commencing September 15, 1997, 
calculated to retire 66% of such debentures prior to 
maturity In November 1991, in connection with its 
acquisition of HBJ, the Company purchased and 
eliminated in consolidation $451,200,000 of these 
debentures which are included in current liabilities. 

(f) The Discount Debentures do not bear any interest 
prior to September 15, 1992 and were sold at a sub¬ 
stantial discount from their principal amount. After 
September 15, 1992, interest is paid semiannually. 
These debentures may be redeemed at the option of 
HBJ, in whole or in part, at any time at 105% of prin¬ 
cipal amount through September 14, 1993 and 
102.5% thereafter. These debentures are entitled to 
annual sinking fund payments of $12,700,000 begin¬ 
ning September 15, 2000, calculated to retire 50% of 
such debentures prior to maturity In November 1991, 
in connection with its acquisition of HBJ, the Com¬ 
pany purchased and eliminated in consolidation 
$456,800,000 of these debentures which are 
included in current liabilities. 

(g) Interest on these debentures is payable semian¬ 
nually Interest accruing prior to September 15, 1992 
may be paid in cash or in additional PIK Debentures. 
These debentures may be redeemed at the option 

of HBJ, in whole or in part, at any time at a price 
equal to their principal amount. Additionally, these 
debentures are entitled to annual sinking fund pay¬ 
ments of $12,690,000 beginning September 15, 
2000, calculated to retire approximately 50% of 
such debentures prior to maturity In November 1991, 
in connection with its acquisition of HBJ, the Com¬ 
pany purchased and eliminated in consolidation 
$396,200,000 of these debentures which are 
included in current liabilities. 

(h) The Senior Notes are general unsecured obliga¬ 
tions of HBJ. These notes may be redeemed at the 
option of HBJ, in whole or in part, at any time on or 
after November 15, 1993 at 104.875% of principal 
amount through November 14, 1994, declining to 


their principal amount commencing November 15, 
1996. Interest on the Senior Notes is payable semi¬ 
annually In November 1991, in connection with its 
acquisition of HBJ, the Company purchased and 
eliminated in consolidation $184,000,000 of these 
notes which are included in current liabilities. 

(i) The Subordinated Debentures are unsecured sub¬ 
ordinated obligations of HBJ. These debentures may 
be redeemed at the option of HBJ, in whole or in 
part, at any time on or after November 15, 1993 at 
105.34% of principal amount through November 14, 
1994, declining to their principal amount commen¬ 
cing November 15, 1996. Interest on the 
Subordinated Debentures is payable semiannually. 
Additionally, these debentures are entitled to a man¬ 
datory sinking fund payment of $9,997,000 on 
November 15, 2003, calculated to retire 50% of the 
Subordinated Debentures prior to maturity In 
November 1991, in connection with its acquisition of 
HBJ, the Company purchased and eliminated in con¬ 
solidation $180,000,000 of these debentures which 
are included in current liabilities. 

(j) In November 1991, in connection with its acquisi¬ 
tion of HBJ, the Company purchased and eliminated 
in consolidation the Convertible Subordinated Notes. 

(k) The ESOP debt was retired in November 1991. 

(l) NMG has a revolving credit agreement with nine 
banks pursuant to which NMG may borrow up to 
$300,000,000. NMG may terminate the agreement 
at any time and the banks may terminate the agree¬ 
ment on not less than three years’ notice. The rate of 
interest payable (6.33% at August 3, 1991) varies 
according to one of four pricing options selected by 
NMG. The agreement requires NMG to pay a facil¬ 
ity fee at an annual rate of 3 /i6% of the total 
commitment and a commitment fee of '/i6% of the 
unused portion of the facility. The revolving credit 
agreement contains, among other restrictions, provi¬ 
sions limiting the issuance of additional debt, the 
amount and type of investments and the payment 

of dividends. At August 3, 1991, the amount avail¬ 
able for NMG future dividend payments was 
$65,070,000. In addition to its revolving credit 
agreement, NMG borrows from other banks on an 
uncommitted basis. The total amount of such bank 
borrowings included in notes payable and long-term 
liabilities-due within one year is $9,000,000 at 
August 3, 1991 and $46,000,000 at August 4, 1990. 

(m) NMG mortgage debt consists primarily of a 
$50,000,000 note due 1999 at 13.45%. The note was 
paid in November 1991. 
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(n) NMG has three issues of senior notes: 


Interest Rate Due Principal Amount 

9.83% May 1994 $10,000,000 

9.89% May 1996 $40,000,000 

9.59% August 1996 $52,000,000 

The notes have no sinking fund requirements. The 
9.83% notes and the 9.89% notes may be redeemed 
at any time at not less than par plus accrued interest. 
The 9.59% notes may be redeemed after August 
1992 at not less than par plus accrued interest. 

Subsequent to year-end, NMG privately placed 
$80,000,000 of Senior Notes due 1996. $40,000,000 
of notes bears interest at a fixed rate of 9.24%, and 
$40,000,000 of notes bears interest at a floating rate 
of LIBOR plus 0.7%. The notes may be redeemed at 
any time at not less than par plus accrued interest. 

(o) The other long-term liabilities of NMG consist 
primarily of the present value of certain employee 
benefit obligations of Carter Hawley Hale Stores, 

Inc. (CHH) assumed by NMG and a provision for 
certain scheduled rent increases. The present valued 
items are increasing by approximately 9.5% annu¬ 
ally. The expense related to the accretion of these 
obligations was $2,838,000 in 1991, $2,956,000 in 
1990 and $2,876,000 in 1989. 

The aggregate maturities of all long-term 
liabilities are as follows: 


{In thousands) GCC 

HBJ 

NMG 

Total 

1992 

$ 34,987 

$1,773,877^ $ 

3,332 

$1,812,196 

1993 

811 

250 

9,734 

10,795 

1994 

960 

265 

19,779 

21,004 

1995 

100,689 

280 

7,823 

108,792 

1996 

1,097 

295 

47,851 

49,243 

Thereafter 

303.089 

185,087 

302,214 

790,390 


(a) Includes $1,771.978 purchased by GCC in connection with 
the acquisition of HE 3 in November I99J. 


Certain of the Company’s loan agreements con¬ 
tain, among other restrictions, provisions limiting 
the issuance of additional debt and guarantees, the 
execution of additional leases, the redemption of 
the Company’s capital stock and the payment of 
dividends. At October 31, 1991, under the most 
restrictive of these covenants, $980,421,000 was 
available for the payment of dividends. 

The Company paid interest of $232,856,000 
in 1991, $247,136,000 in 1990 and $329,774,000 
in 1989. 

9 k Shareholders' Equity 

Series A Cumulative Convertible Stock 

Each share of Series A Stock is convertible into one 
share of Common Stock and is entitled to dividends 
at the quarterly rate of $.0075 plus an amount equal 
to the quarterly dividend paid on each share of 
Common Stock. Each Series A share is entitled to a 
liquidation preference of $5 plus any accrued but 
unpaid dividends; liquidation proceeds remaining 
after the satisfaction of such preference and the pay¬ 
ment of $5 per common share would be distributed 
ratably to the common and Series A shareholders. 

Class B Stock 

The Class B Stock is not transferable except to fam¬ 
ily members and related entities, but is convertible at 
any time on a share-for-share basis into Common 
Stock. The holders of Common Stock are entitled to 
cash dividends 11.11% higher per share than the cash 
dividends paid per share of Class B Stock. The Class 
B Stock and the Common Stock are each entitled to 
vote separately as a class on charter amendments, 
mergers, consolidations and certain extraordinary 
transactions which are required to be approved by 
shareholders under Delaware law. Under certain cir¬ 
cumstances, the holders of Class B Stock have the 
right to cast 10 votes per share for the election of 
directors. 
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Common Stock Options 

Eligible employees have been granted 10-year 
options under the 1976 and 1981 Stock Option Plans 
and the 1988 Stock Incentive Plan. No further grants 
may be made under the 1976 or 1981 plans. The num¬ 
ber of authorized shares for which future options 
may be granted under the 1988 Stock Incentive Plan 
was 2,134,850 Common shares at October 31, 1991. 

Options outstanding at October 31, 1991 were 
granted at prices (not less than 100% of the fair mar¬ 
ket value on the date of grant) varying from $7.19 to 
$25.13 per share and expire between 1992 and 2001. 
There were 84 employees with options outstanding 
and the weighted average exercise price for all 
options outstanding was $20.04 at October 31, 1991. 

There were 2,986,880 Common shares and 800 
Series A shares reserved at October 31, 1991 for issu¬ 
ance upon the exercise of stock options. 

In conjunction with the sale of the Company’s soft 
drink bottling business and the restructuring of 
Theatre operations, stock options held by certain 
employees became fully vested and Stock Apprecia¬ 
tion Rights (SARs) were granted. Optionees electing 
to exercise the SAR's received cash (in lieu of stock) 
equivalent to the difference between the option price 
and the average market price of the Company's Com¬ 
mon Stock on the date that the SAR was exercised. 

Option activity during the years ended October 31, 
was as follows: 


Common Shares 



1^1 

1990 

1989 

Options outstanding- 

beginning of year 

^43,623 

933,100 

1,159,706 

Add: Granted 

8JU50 

154,650 

166.350 


1,032*778 

1,087.750 

1326,056 

Less: Exercised 

115+4? 1 

84,972 

148,506 

SARs 

IX.hU 

26,500 

230,790 

Cancelled 


32,650 

13360 


1 KG .748 

144,122 

392,956 

Options outstanding-end 

of year 

852,030 

943,628 

933,100 

Exercisable options-end 

of year 

490,4J» 

515,628 

478,530 


Earnings Per Common and Common Equivalent 
Share 

Earnings per share are based upon the weighted 
average number of common and common equivalent 
shares outstanding of 78,876,000 shares in 1991, 
79,027,000 shares in 1990 and 78,676,000 shares 
in 1989. 

Earnings per common and common equivalent 
share assuming full dilution have not been presented 
because the dilutive effect is not material. 

10. Income Taxes 


A reconciliation of the statutory Federal income tax 
rates to the Company's effective tax rate is as follows: 


(Dollar amounts 

J99I 


1990 


1989 


in thousands) 

A IIIUU Ell 

% 

Amount 

% 

Amount 

% 

Statutory tax 







expense 

(benefit) 

i $ 122312a 

34 

$22,399 

34 

($57,774) 

34 

State income 







taxes-net of 

Federal tax 
effect 

3,9SG 

(II 

7,283 

11 

8,524 

O) 

Tax credits 

Dividends 

- 

- 

(5,383) 

(8) 

(3,510) 

2 

received 

exclusion 

14,2311,1 

i 

(4,654) 

(7) 

(3,524) 

2 

Unrealized net 







operating loss 
carryforward 

4M0& 

113) 



_ 


Foreign tax rate 







differentials 

2,1)17 

i I) 

4,629 

7 

3,466 

(2) 

Permanent items 
Settlements, 

3,359 

m 

6,611 

10 

12,260 

(7) 

capita] gains 
and other 

476 

_ 

1,335 

2 

3,694 

(2) 

Income taxes on 







continuing 







operations 

1$ 60.1MI2I 

1^ 

$32,220 

49 ($36,864) 22 
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Notes to Consolidated Financial Statementi Utmiimfed) 

General Cinema Corporation and Subsidiaries 
Years Ended October 31 . 1991, 1990 and 1989 


Income taxes allocated to income from discon¬ 
tinued operations approximates the tax expense that 
would have been incurred had the discontinued oper¬ 
ations filed separate income tax returns. The rate of 
taxes on income from discontinued operations differs 
from the statutory rate primarily because of state 
income taxes. 

State income taxes for continuing operations were 
$6,031,000 in 1991, $11,034,000 in 1990 and 
$12,915,000 in 1989. 

Income before taxes from operations located out¬ 
side the United States was $9,170,000 in 1991, 
$21,041,000 in 1990, and $15,755,000 in 1989. For¬ 
eign income taxes provided on this income was 
$5,135,000 in 1991, $11,783,000 in 1990, and 
$8,823,000 in 1989. 

The tax effects of deferred items are as follows: 


(In thousands) 

1991 

1990 

1989 

Depreciation and amortization 
expense 

IS 1,735) 

$ 1,935 

$ 1,371 

Recognition of contingencies 

(4,1*71 i 

- 

- 

Inventory valuation 


(4,393) 

(7.291) 

Difference in tax basis of 
acquired assets 

_ 

1,006 

9,096 

Insurance 

l6?6> 

5,727 

692 

Other 

(44R| 

3,103 

(1.893) 

Deferred tax expense 

1 10,26 h 

7,378 

1,975 

Amounts included in current 

! 2 . 1*77 

25,897 

23,640 

Amounts related to discon¬ 
tinued operations 

- 

- 

(66,207) 

Net change in deferred taxes 

$ 2,616 

$33,275 

($40,592) 


Cash amounts paid for income taxes were 
$64,350,000 in 1991, $697,986,000 in 1990 and 
$69,884,000 in 1989. 

The Financial Accounting Standards Board 
(FASB) has issued Statement No. 96, 'Accounting 
for Income Taxes,” which mandates a change in the 
method of accounting for income taxes. Under the 
present requirements, the Company will be required 
to adopt the new standard no later than fiscal 1994. 
The cumulative effect of this accounting change is 


not expected to be material. On June 5, 1991, FASB 
issued an exposure draft of a statement that, if 
adopted, would supersede Statement No. 96. The 
Company has not determined the potential effect of 
adopting the accounting standards that might be 
required if the exposure draft were adopted without 
change. 

11.1n vestment Income 


Investment income consists of the following: 


ifn thousands) 

l¥¥! 

1990 

1989 

Interest income 

% 125,7£ S 

$101,053 

$162,619 

Dividend income 

3,405 

24,213 

23,178 


$129,120 

$) 25,266 

$185,797 


The gain on sale of securities in 1990 relates to the 
sale of the majority of the Company’s investment in 
Cadbury The gain experienced in 1989 relates to the 
sale of the Company’s shares of RJR Nabisco, Inc. 
(RJR) preferred stock and to the retirement of the 
Company’s subordinated debentures following their 
exchange for RJR common stock owned by the 
Company 

13, Discontinued Operations 

In March 1989, the Company sold its soft drink bot¬ 
tling business to PepsiCo, Inc. for $1.8 billion in 
cash, resulting in an after-tax gain of $855.1 million 
or $10.87 per common share. On November 30, 
1989, HBJ sold its six theme parks and related land 
holdings to Busch Entertainment Corporation for 
$1.1 billion in cash resulting in an after-tax gain of 
$309.4 million or $3.93 per common share. Oper¬ 
ating results of the disposed businesses have been 
accounted for as results from discontinued opera¬ 
tions. Revenues from discontinued operations were 
$615.5 million in 1989. 

Cash flows of discontinued operations have been 
segregated from cash flows of continuing operations. 
Net cash provided by discontinued operations repre¬ 
sents net income adjusted for non-cash items and 
changes in working capital. Investment cash flows 
from discontinued operations consist of the payment 
of income taxes in 1990 and the proceeds from the 
sale of discontinued operations net of other related 
transactions in 1989. 













13. Commitments on d Contingencies 

Leases 

The Company, HBJ and NMG have long-term oper¬ 
ating leases primarily for theatres, retail stores, 
distribution centers and other facilities and equip¬ 
ment. Leases are generally for periods of up to thirty 
years, with renewal options, at fixed rentals, except 
that certain leases provide for additional rental based 
on revenues in excess of predetermined levels. 

Rent expense under operating leases was as 
follows: 


<In thousands) mi 1990 1989 

Minimum rent $136,411 $125,122 

Rent based on revenues 13.793 12,719 12,232 

$lfitt K 7EF7 $149,130 $137,354 


Unless the lessees exercise their renewal options, 
the future minimum rental payments will be as 
follows: 


(In thousands) 

GCC 

HBJ 

NMG 

Total 

1992 

$ 62,361 

$24,020 

$ 52,852 

$ 139,233 

1993 

61,637 

23,282 

52,497 

137,416 

1994 

60,986 

20,524 

51,491 

133,001 

1995 

60,045 

19,435 

50,400 

129,880 

1996 

59,345 

17,708 

47,764 

124,817 

Thereafter 

619,890 

66,965 

1,259,360 

1,946,2J5 


Pension Plans 

The Company and NMG each have non-contributory 
defined benefit pension plans covering substantially 
all full-time employees other than union employees. 
The general funding policy is to contribute amounts 
that are deductible for federal income tax purposes. 
The Company and NMG also sponsor unfunded sup¬ 
plemental executive retirement plans which provide 


certain employees additional pension benefits. Bene¬ 
fits under the plans are based on employees' years of 
service and compensation prior to retirement. 

Net pension cost (income) was as follows: 


fin millions^ 


1991 1990 1989 


GCC ■ S4.J ($5.9) ($11.1) 

NMG 6.1 6 3 6 5 

52.0 $ .4 ($4.6) 


Net pension cost (income) for both the Company 
and NMG included the following components: 


(In millions) 

i *m 

1990 

1989 

Service cost-benefits earned during 
the period 

$ 4.2 

$ 4.3 

$ 4.7 

Interest cost on projected benefit 
obligation 

7,7 

7.6 

7.8 

Actual return on assets 


2.9 

(16.9) 

Net amortization and deferral 

1(1.4 

(12.5) 

8.9 

Settlement and curtailment of gains 
from sale of soft drink bottling 
business 


(1.9) 

(9.1) 

Net pension cost (income) 


$ .4 

<3 4.6) 


Assumptions used in the computation of pension 
costs for both the Company and NMG for discount 
rate, expected long-term rate of return on assets 
and projected rate of compensation increases were 
8.5%, 10.0% and 6.0%, respectively. 
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Notes to Consolidated Financial Statements 

General Cinema Corporation and Subsidiaries 
Years Ended October 31, 1991 , 1990 and 1989 


The following table sets forth the plans’ funded 
status and amounts recognized in the balance sheets: 


As of Ot i-. her 31 


\w\ 



1990 



(KcrFunded 
PJan 

Underfunded 

Plans 

Overfunded 

Plan 

Underfunded 

Plans 

(In millions) 

GCC 

GCC 

NMG 

GCC 

GCC 

NMG 

Vested benefit obligation 



tms> 

($22.1) 

($3.2) 

($47.6) 

Accumulated benefit obligation 

($25.1) 

<$!.«) 

1*53,4) 

($22.6) 

($3.9) 

($49.5) 

Projected benefit obligation 



IMH.Si 

($25.9) 

($5.3) 

($64.8) 

Plan assets at fair value* (primarily equity and fixed 
income securities) 

n.9 

- 


59.4 

- 

36.6 

Assets in excess of (less than) projected obligation 

<$.i 

tl.vy 

<211. 5| 

33.5 

(5.3) 

(28.2) 

Unrecognized net (asset) obligation at transition 

(ft,*! 

- 

6.5 

(9.8) 

- 

7.0 

Unrecognized net (gain) loss 


- 

3.3 

(U2) 

- 

12.3 

Unrecognized prior service cost 

1,0 

u i) 

2,. 3 

1.2 

3.2 

3.0 

Adjustment required to recognize minimum liability 

- 

- 

■ 

- 

(18) 

(7.4) 

Prepaid (accrued) pension cost recognized in the balance 

sheets 


rS2.ii 

1$ 2.41 

$23.7 

($3.9) 

($13.3) 


*Plan assets include Common and Series A Stock of the Company of $4,579,000 at October 31, 1991 and $4,215,000 at October 31, 1990- 


In addition to the pension plans, the Company and 
NMG each have two defined contribution plans for 
certain employees. The Savings Plan permits 
employee contributions and provides for certain 
Company and NMG matching contributions. The 
Employee Stock Ownership Plan is non-contributory. 

The Retirement Plan of HBJ is a defined contribu¬ 
tion plan which consists of three programs: the 
ESOP Program, the Pension Program, and the 401 (k) 
Program. Substantially all full-time employees other 
than union employees are covered under the plan. 


HBJ also sponsors a supplemental retirement plan 
which provides certain employees additional benefits 
under the HBJ ESOP Program. The Retirement Plan 
of HBJ will be terminated and employees of HBJ 
will begin earning benefits under the Company’s 
retirement plans as of January 1, 1992. Participants 
in the HBJ ESOP will receive GCC shares pursuant 
to the pooling and will become participants in the 
GCC ESOP plan. 


46 


























Post retirement Benefi rs 

The Financial Accounting Standards Board has 
issued Statement of Financial Accounting Standards 
No. 106, '"Employers Accounting for Postretirement 
Benefits Other than Pensions.” This statement will 
require accrual of postretirement benefits (such as 
healthcare benefits) during the years an employee 
provides services. As of January 1, 1991, the Com¬ 
pany has estimated that its accumulated liability for 
these benefits is approximately $65.0 million. The 
costs of these benefits are currently expensed on a 
pay-as-you-go basis. The Company will record 
approximately $8.0 million of additional expense 
annually due to the adoption of this standard. The 
Company is required to adopt this Statement no later 
than fiscal 1994. 


Litigation 

A committee representing former unsecured credi¬ 
tors of CHH sought permission from the L .S. 
Bankruptcy Court to bring suit against the Company, 
NMG, and other potential defendants, alleging that 
the 1987 restructuring of CHH constituted a viola¬ 
tion of California’s Fraudulent Transfer Act. Its 
motion was denied, without prejudice to renew at a 
later time. At present, a committee of independent 
CHH directors is investigating the issue to determine 
whether the former creditors’ contentions are valid. 
The suit, if brought, would seek recovery of distribu¬ 
tions made by CHH to the Company and/or the three 
divisions transferred to NMG as part of the 1987 
restructuring. The Company believes that it and 
NMG have meritorious defenses to any claims which 
may be asserted and, if such claims are made, 
intends to defend itself vigorously. 

The Company is involved in various other suits 
and claims in the ordinary course of business. 

Management does not believe that the disposition 
of the foregoing litigation will have a material 
adverse effect on the financial position of either the 
Company or NMG. 
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Notes to Consolidated Financial Statomenrs ' 

General Cinema Corporation and Subsidiaries 
Years Ended October 31, 199 f 1990 and 1989 


Comparative Quarterly Financial Information (Unaudited) 

The 1991 comparative quarterly financial information has been restated to reflect the pooling of interests with 
HBJ. The 1990 results reflect the pooling of interests by combining GCC historical quarterly information 
with HBJ quarterly historical information which was on a calendar year basis. 





I99i 



( hi thousands except for per share data i 

Ffcst 

quarrel 1 

Second 

quarter 

Third 
qua rler 

Fourth 

quarter 

Full 

year 

Revenues 

SE86,6J5 

iy.ii, 1^2 

$972,156 


$3,587,777 

Gross profit 

$291,895 

$254,1J9 

$356, UB 

$132,154 

$ 1,034 L 346 

Net earnings (loss) 

HBJ preferred dividends 

(i Hjm\ 
2M1 

($ 50.7211 
3.421 

* 48.9&9 
31,634 

<$483,0901 
1,797 

tt 291,122) 
12,684 

Net earnings (loss) applicable to common shareholders 

|S 11,1321 

1 $ 54.142) 

$ 45455 

ismMh 

it 


Net earnings (loss) per common share 


{% 14) ,69j $ .57 ($ 3.62) it 3.«Hj 


Dividends per share. 


Common stock 

$ 

m |? 

s 

j 1 2 

$ 

A1 

S 

.L3 

$ 

,49 

Class B Stock 

$ 

Am 

i 

.108 

$ 

,108 

i 

, 1 ]7 

$ 

.441 

Senes A Stock 

$ 

Alls 

s 

.1275 

s 

.1275 

* 

.1175 

5 

,52 


1990 


(In thousands except for per share data) 

First 

quarter 

Second 

quarter 

Third 

quarter 


Fourth 

quarter 


Full 

year 

kevenues 

$793,762 

$991,259 

$982,540 

$794,716 

$3,562,277 

Gross profit 

$242,724 

$324,122 

$358,884 

$228,725 

$1 

,154,455 

Net earnings (loss) 

HBJ preferred dividends 

(S 51,844) 
6,313 

$ 6,802 
5,723 

$ 62,583 
3,374 

$ 

12,842 

2,832 

$ 

30,383 

18.242 

Net earnings (loss) applicable to common shareholders 

($ 58,157) 

$ J ,079 

$ 59,209 

$ 

10,010 

$ 

12,141 

Net earnings (loss) per common share 

($ .74) 

$ .01 

$ .75 

$ 

.13 

$ 

.15 

Dividends per share: 

Common stock 

$ .11 

$ .11 

$ .11 

$ 

.12 

S 

.45 

Class B Stock 

$ .099 

$ .099 

$ .099 

$ 

.108 

$ 

.405 

Series A Stock 

$ .1175 

$ .1175 

$ .1175 

$ 

,1275 

$ 

.48 
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Ind^pendent Auditors' Reipori 


Board of Directors and Shareholders 
General Cinema Corporation 
Chestnut Hill, Massachusetts 

We have audited the accompanying consolidated 
balance sheet of General Cinema Corporation and its 
subsidiaries as of October 31, 1991 and the related 
consolidated statements of operations, shareholders’ 
equity and cash flows for the year then ended. These 
financial statements are the responsibility of the 
Company’s management. Our responsibility is to 
express an opinion on these financial statements 
based on our audit. 

We conducted our audit in accordance with gener¬ 
ally accepted auditing standards. Those standards 
require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial 
statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the finan¬ 
cial statements. An audit also includes assessing the 
accounting principles used and significant estimates 
made by management, as well as evaluating the over¬ 
all financial statement presentation. We believe that 
our audit provides a reasonable basis for our opinion. 

In our opinion, such consolidated financial state¬ 
ments present fairly, in all material respects, the 
financial position of General Cinema Corporation 
and its subsidiaries as of October 31, 1991 and the 
results of their operations and their cash flows for the 
year then ended, in conformity with generally 
accepted accounting principles. 

We previously audited and reported on the consol¬ 
idated balance sheet as of October 31, 1990 and the 


related consolidated statements of operations, share¬ 
holders’ equity and cash flows of General Cinema 
Corporation and its subsidiaries for the years ended 
October 31, 1990 and 1989, prior to their restatement 
for the 1991 pooling of interests with Harcourt Brace 
Jovanovich, Inc. The contribution of General Cinema 
Corporation and its subsidiaries to consolidated 
assets as of October 31, 1990, represented 
$3,068,395,000 or 49 percent, and to consolidated 
revenues for the years ended October 31, 1990 and 
1989, represented $2,149,530,000 or 60 percent, 
and $1,913,804,000 or 59 percent, of the respective 
restated amounts. Separate financial statements of 
Harcourt Brace Jovanovich, Inc. included in the 
consolidated balance sheet as of October 31, 1990 
and the consolidated statements of operations, 
shareholders’ equity and cash flows for the years 
ended October 31, 1990 and 1989, were audited and 
reported on separately by other auditors. We also 
audited the combination of the accompanying con¬ 
solidated balance sheet as of October 31, 1990 and 
the consolidated statements of operations, share¬ 
holders’ equity and cash flows for the years ended 
October 31, 1990 and 1989. After restatement for the 
1991 pooling of interests; in our opinion, such con¬ 
solidated statements have been properly combined 
on the basis described in Note 1 of notes to consoli¬ 
dated financial statements. 


Deloitte Sl Touche 
Boston, Massachusetts 
December 20, 1991 


Statement af Management's Responsibility for Financial Statements 


The management of General Cinema Corporation 
and its subsidiaries is responsible for the integrity 
and objectivity of the financial and operating infor¬ 
mation for the period subsequent to October 31, 1990 
contained in this Annual Report, including the con¬ 
solidated financial statements covered by the Inde¬ 
pendent Auditors’ Report. These statements were 
prepared in conformity with generally accepted 
accounting principles and include amounts that are 
based on the best estimates and judgments of 
management. 

The Company maintains a system of internal 
financial controls which provides management with 
reasonable assurance that transactions are recorded 
and executed in accordance with its authorization, 
that assets are properly safeguarded and accounted 
for, and that records are maintained so as to permit 


preparation of financial statements in accordance 
with generally accepted accounting principles. This 
system includes written policies and procedures, an 
organizational structure that segregates duties, and a 
comprehensive program of periodic audits by the 
internal auditors. The Company also has instituted 
policies and guidelines which require employees to 
maintain a high level of ethical standards. 

In addition, the Audit Committee of the Board of 
Directors, consisting solely of outside directors, 
meets periodically with management, the internal 
auditors and the independent auditors to review inter¬ 
nal accounting controls, audit results and accounting 
principles and practices, and annually recommends 
to the Board of Directors the selection of indepen¬ 
dent auditors. 
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Five - Year Summary f -natufii^d ? 
General Cinema Corporation and Subsidiaries 
(in thousands except for per share data) 



mi 

1000 

JQ80 

1988 

1987 

Revenues 

Specialty retail 

£] ,744,NIKI 

$1,688,611 

$1,467,504 

$1,223,162 

$ 

Publishing 

911,484 

935,937 

885,722 

868,269 

791,376 

Insurance 

464,726 

476,810 

456,298 

402,453 

320,448 

Theatre 

466,767 

460,919 

446,300 

379,685 

365,015 

Total 

$3,587,777 

$3,562,277 

$3,255,824 

$2,873,569 

$1,476,839 

Operating earnings (loss) 

Specialty retail 

$ 82,277 

$ 99,191 

$ 83,212 

$ 63,023 


Publishing 

(48,00K) 

138,712 

6,145 

145,684 

113,401 

Insurance 

{45,2%) 

26,118 

28,149 

47,042 

26,241 

Theatre 

9,536 

(11,449) 

9,201 

16,449 

17,633 

Corporate expenses 

(65,532) 

(43,337) 

(60,461) 

(49,457) 

(34,863) 

Merger and restructuring charges 

(72,777) 

(34,000) 

- 

- 

(98.947) 

Operating earnings (toss) 

(139,800) 

175,235 

66,246 

222,741 

23,465 

Interest expense 

(349,061) 

(363,918) 

(449,095) 

(412,378) 

(226,803) 

Investment income 

129,120 

125,266 

185,797 

65,177 

71,782 

Gain on sale of securities 

- 

129.298 

27.130 

20,781 

25,387 

Earnings from continuing operations 
before income taxes and minority 
interest 

(359,741) 

65,881 

(169,922) 

(103,679) 

(106,169) 

Income taxes 

(69,902) 

32,220 

(36,864) 

(38,691) 

(38,942) 

Minority interest 

3,283 

3.278 

3,269 

3,265 

- 

Earnings (loss) from continuing 
operations 

(293,122) 

30,383 

(136,327) 

(68,253) 

(67,227) 

Discontinued operations 

- 

- 

1,212,540 

102,626 

220,965 

Extraordinary item 

- 

- 

(32,287) 

- 

(11,231) 

Accounting change 

- 

- 

- 

- 

18,306 

Net earnings (loss) 

(293,122) 

30,383 

1,043,926 

34,373 

160,813 

Dividends on preferred stock 

12,684 

18,242 

59,741 

73,058 

26,054 

Net earnings (loss) applicable to 
common shareholders 

($ 305,806) 

$ 12,141 

$ 984,185 

($ 38,685) 

$ 134,759 

Depreciation and amortization 

% 317,096 

$ 176,376 

$ 173,104 

$ 144,514 

$ 105,391 

Capital expenditures 

172,668 

166,281 

224,383 

181,398 

129,551 

Insurance assets 

2,300,018 

2,096,118 

1,524,695 

1,331,987 

1,071,717 

Total assets 

6,208,348 

6,250,126 

6,048,002 

5,073,339 

4,558,380 

Total long-term debt 

980,224 

2,658,734 

2,452,873 

3,495,092 

3,006,958 

Weighted average number of common 
and common share equivalents 
outstanding 

78,876 

79,027 

78,676 

77,808 

77,316 


Per share data 

Earnings (loss) from continuing 


operations 

($3.88) 

$.15 

($ 2.49) 

($1.82) 

($1.21) 

Net earnings (loss) applicable to 
common shareholders 

(3.88) 

.15 

12.51 

(.50) 

1.74 

Common dividends paid 

.49 

.45 

.41 

.37 

1.90 


The selected financial data should be read in conjunction with the Consolidated Financial Statements contained elsewhere in this Report. 
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Directors and Officers 


Operating Officers 


Directors 

Richard A. Smith (l) 

Chairman of the Board 
and Chairman of the 
Executive Committee 

Sidney Stoneman ( n < 3)(4) 

Vice Chairman of the Board 

Wiliam L. Brown< 2 > (3 > 

Former Chairman 

Bank of Boston Corporation 

Nelson J, Darling, Jr< 4 > 

Director of several 
corporations 

J. Atwood Ives 
Chairman and 
Chief Executive Officer 
Eastern Enterprises 

Herbert W. Jarvis (2) < 4) 

Adjunct Professor of Management 
Rochester Institute of Technology 

Maurice Segall f3) 

Former Chairman and 
Chief Executive Officer 
Zayre Corp. 

Senior Lecturer-M .1 .T. 
and Director of several 
corporations 

Robert A. Smith 
Group Vice President 

Robert J- Tarr, Jr. n > 

President and 
Chief Executive Officer 

Hugo Uyterhoeven< 2 > (3 K4> 

Timken Professor of 
Business Administration 
Harvard Business School 

f ^Executive Committee 
< 2 >Audit Committee 
i3 Compensation Committee 
<4 dominating Committee 


Executive Officers 

Richard A. Smith 
Chairman of the Board 

Robert J. Tarr, Jr 
President and 
Chief Executive Officer 

Robert A. Smith 
Group Vice President 

Staff Officers 

Peter Farwell 
Vice President- 
Corporate Relations 

Eric P. Geller 
Vice President- 

Associate General Counsel and 
Secretary 

Paul F Gibbons 
Vice President- 
Taxation 

Brian J. Knez 
Vice President 

Daniel E. Minton 
Vice President- 
General Auditor 

James C. Moodey 
Vice President- 
Treasurer 

Michael F Panutich 
Vice President- 
Accounting 

Mayer Rabinovitz 
Vice President- 
Real Estate-Legal and 
Assistant Secretary 

Craig B. Sawin 
Vice President- 
Planning and Analysis 


General Cinema Corporation 

Harcourt Brace Jovanovich, Inc. 

Peter Jovanovich 
President and 
Chief Executive Officer 

General Cinema Theatres , Inc . 

Paul R. Del Rossi 
President 
Vice President 

General Cinema Corporation 
The Neiman Marcus Group, fm 


Neiman Marcus!Horchow Mail Order 


Bemie Feiwus 
President and 
Chief Executive Officer 

Bergdorf Goodman 

Burton Tansky 
Chairman and 
Chief Executive Officer 

Stephen C. Elkin 

President and 

Chief Operating Officer 

Contempo Casuals 

Bernard Zeichner 
President and 
Chief Executive Officer 


Neiman Marcus Stores 

Terry Lundgren 
President and 
Chief Executive Officer 
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Shareholder Information 


General information about the Company, along with 
requests for published financial information, should 
be made to the Corporate Relations Department, 
General Cinema Corporation, Box 1000, Chestnut 
Hill, MA 02167. Telephone: (617) 232-8200 

For assistance on address changes, consolida¬ 
tion of multiple holdings, dividend payments or 
related matters, please contact the Transfer Agent. 

Aromatic Dividend Reinvestment 
and Cash Stack Purchase Plan 
The plan provides stockholders a convenient way 
to purchase Common shares by reinvesting their 
Common and Series A cash dividends and/or by 
investing additional cash amounts. The Company 
will absorb all brokerage and agency fees for stock 
purchased in connection with the Plan. For further 
information, please write to: General Cinema Corpo¬ 
ration, c/o The First National Bank of Boston, 
Automatic Dividend Reinvestment Plan, Post Office 
Box 1681, Boston, MA 02105. 

Transfer Agent and Registrar 

for Common, Series A r and Class 6 Stock 

The First National Bank of Boston 

Shareholder Services Division 

Mail Stop 45-01-05 

Post Office Box 644 

Boston, MA 02102-0644 

(617) 575-2900 

Farm 10-tC 

The Company’s Form 10-K as filed with the Securi¬ 
ties and Exchange Commission is available upon 
written request to the Corporate Relations Depart¬ 
ment of the Company. 

Annual Meeting 

The Annual Meeting of Stockholders will be held on 
Friday, March 13, 1992 at 10:00 a.m. at The First 
National Bank of Boston, 100 Federal Street, 

Boston, Massachusetts. 


Stack Iriformatign 

General Cinema's Common Stock and Series A 
Cumulative Convertible Stock are traded on the New 
York Stock Exchange under the symbols GCN and 
GCNA, respectively. The following table indicates 
the quarterly price range of the Common Stock and 
Series A Stock for the past two fiscal years. 


Common Stock 



\*m 



1990 


Quarter 

High 


LOW 

High 


Low 

First 

S21 .SO 



$28.50 


$22.63 

Second 

W4.SU 


$20.JOS 

$25.00 


$20.88 

Third 

$24.75 


$21.63 

$23.75 


$19.88 

Fourth 

$22.75 


$19.00 

$20.25 


$16 50 

Senes A Stock 



s m 



1990 


Quarter 



Li>¥! 

High 


Low 

First 

$2 LOO 


SIX.12 

$26.88 


$23.50 

Second 

$24-00 


$211 .SO 

$24.38 


$20.50 

Third 

$24.25 


$21.75 

$23.25 


$[9.50 

Fourth 

$22,13 


$ia.7S 

$20.38 


$16.50 


General Cinema had 4,123 and 4,337 Common 
shareholders of record at October 31, 1991 and 1990, 
respectively, and 1,009 and 1,078 Series A share¬ 
holders of record at October 31, 1991 and 1990. The 
Series A shares are convertible into Common Stock 
on a share-for-share basis. 

Corporate Address 
General Cinema Corporation 
27 Boylston Street 
Chestnut Hill, MA 02167 

(617) 232-8200 


General Cinema is an Equal Opportunity Employer. 
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